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PREFACE 



This work is one of the consequences of a conversation 
years ago with Dr. C. F. Taylor, of Philadelphia, editor and 
poblisber of The Medieal World and of Equity Series. Tlve 
doctor said that Equity Series should have a book on the 
nilroad question* The writer replied that there was room 
for a book dealing with the political, industrial, and social 
effects of different systems of railway ownership and con* 
troL A plan was adopted for a book, to be called " The 
Railways, tlie Trusts, and the People,'* which is now on 
the press of Equity Series. For the preparation of this 
work the writer travelled through nine countries of Europe 
and over three-fourths of the United States, studying niil* 
Viya» meeting railroad presidents and managers, ministers 
of railways, memhers of railway commissi ons« governors, 
•enators, and leading men of every class, in the effort to 
get a thorough understanding of the railway situation, lie 
iko made an extensive study of the railroad literature of 
leading countries, and examined thoroughly the reports 
atui decisions of commissions and courts in railroad cases 
in the United States, 

As these studies progressed, the writer became more and 
more convinced that the heart of the railroad problem lies 
in the question of impartial treatment of shippers. The 
chi4ff complaint against our railroads is not that the rates 
aa a whole are unreasonable, but that favoritism is shown 
for large shippers or Bpocial interests having control of 
railways or a special pull with the management. This book 
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vi PREFACE 

consists, in the main, of the broad study of railway favorit- 
isniy which was made as a basis for the generalizations out- 
lined in the brief chapter on that subject in ^^The Railways, 
the Trusts, and the People," — one of the thirty chapters 
of that book. This study reveals the facts in reference to 
railway favoritism or unjust discrimination from the begin- 
ning of our railway history to the present time, discloses 
the motives and causes of discrimination, discusses various 
remedies that have been proposed, and gathers hints from 
the railway systems of other countries to clarify and develop 
the conclusions indicated by our own railroad history. 

Special acknowledgments are due to Dr. Taylor, who paid 
a part of the cost of the special investigations on which the 
book is based and has taken a keen interest in the progress 
of the work from its inception, and also to Mr. Ralph 
Albertson, who has worked almost constantly with the 
writer for the past eight months and more or less for 
two years before that, and has rendered great assistance in 
research, in consultation and criticism, and in the checking 
and revisien of proof. 

FRANK PARSONS. 

B06TOH, Biarch, 1906. 
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CHAPTER I 



THE LAW AND THE FACT, 



It in a principle of the co^mmon law that common car- 
rier must be impartiaL "They caanot legally give undue 
or unjust preferences, or make unequal or extravagant 
charges. . . • They ai-e bound to provide reasonable and 
mfficient facilities. They must not refuse to carry any 
goods or passengers properly applying for transportation. 
, . • They have no right to grant monopolies or special 
privileges or unequal preferences^ but are bound to treat 
all lairly and impartially/ ' * That is the rule of the com- 
men law which represents ' the crystallized common-sense 
and practical conscience of the Anglo-Saxon and every 
other civilized race. The legal principle that a common 
carrier must be impartial was established long before the 
Inteistate Commerce Act was passed, or the Granger laws 
enacted, — yes, before railways or steamboats were born. 
Thaj inherited the family character and the family law* 
II has beeii applied to them in innumeraWe cases. There 
is a solid line of decisions from the infancy of the English 
bw to the present time. Constitutional provisions and 
State and Federal statutes have been passed to a&irm and 

> 8m K«w Eogluja Exp. Co. u. Maine Central R K, 57 Me. 188 ; Fitcbbarg 
^ It ♦. Gi^, 12 Gr*y (Ma**.), 39^ ; Kenny p. Grand Tronk R. R. 47 N. Y, 
13$; MitMiiger v. Penn, R H., S Vroom (N. J.), 531 ; Chicago, etc., H. H. v. 
Ptopla, €7 lU- n ; Wheeler i^. Sao Fraactaco R. R., SI Cal 46. 
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enforce the rule. The railroads theinselvea declare the 
rule to bo right. And yet, in ^pite of the railway con- 
science and the common h\w, the uuivers^d sense of justice 
of mankind, tiiid the whole k^gislative, executive, and judi- 
cial power of the government, tiru rule is nut obeyed. On 
tht; contrary^ disregard of it is chronic and contagious, and 
constitutes one of the leading chamcteristics of our railway 
system* In spite of kw and justice our railway practice 
is a tissue of unfair discrimination, denying the small 
man equal opportunity with the rich and influential, and 
breaking the coiuiectiun between merit and Bueeesa 

The railways unjustly favor persons, places, and c^ 
modi ties, and they do it constantly, systematically, habi 
ally. If every iti.stance of unju.stdiscrinumition that occ 
to-day were embodied in hunuin form and tlie process wer? 
continued for a year,® the outlaw host would dwarf the 
Moslem hordes tliat deluged southern Europe in the days 
of Charles Martel, outnumber many fold the Grand Army 
of the RepubUc in its palmiest days, and, shoulder to shoul- 
der, the dark and dangerous mob would remdi across the 
continent, across tlie ocean, over Europe and Asia, and 
around the world. 

The railways discriminate partly because they wish tOt 
and partly because they have to. The managers favor 
8omQ interests because they are linked with the interests 
of the railways or the managers, and they favor some other 
interests because they are forced t*:*. The pi'essure of pri- 
vate interest is stronger than the pressure of the law, and 
80 the railroad manager fractures his conscience and breaks 
the statutes and common law into fragmenta. 

* Pub diicnmiQatioti atone, it i» e«tim&ted, nmoantfl to some $00,000 free 
IrAnfltta m day, or over 70 niillioun ia a year. And as for freight discnmiDa- 
tionfl^the n^ader who folluwH (}ii>i liiNtarv through will nee that like the )eav«« 
of tho foren they defy computntton. Jutit a hint may be given hera. Every 
day that odo of the 500,000 private cars ii carried at the preaent mileage rataa* 
adiflcnmioatioii i« matle in favor of tho *iwnetc( the private car, ^m hiudrad 
nUlloQa of UDJuAt dberimlunttouii« po«aiUly, m thli one item. 




Oke of the most important forms of discrimination is 
tbe TmUroad pass. Many jiersons of wealth or influence, 
legislators, judges, sheriflfs, assessors, representatives of 
the press, big shippers, and agents of large concerns, get 
bee transportation, while those less favored must pay not 
only for their own transportation, hut for that of the 
railway favorites also. 

A fanner and a lawyer occupied the same seat in a rail- 
load car. When the conductor came the farmer presented 
his tieket, and the lawyer a pass. The farmer did not con- 
ceal bis disgust when he discovered that his seat-mate was 
i deadhead. The lawyer, trj^ing to assuage the indignation 
of the fanner, said to him : *' My friend, you travel very 
cheaply on Uiis roail/' *^^ I think so myself,'* replied the 
cier, "considering the fact tiiat I have to pay fare for 
of us."* 

The free-pass system is specially vicious because of its 
relation to government Passes are constantly given to 
public officials in spite of the law, and constitute one of 
the most insidious forms of bribery and corruption yet in- 
Teoted. I have in my possession some pliotogi*aphs of 
utnnal posses given by the Pennsylvania Railroad in 1903, 
15KW, and 19Q5 to meml)er8 of the State Legislature, and 
the Cocninon Council of Philadelphia. 

The Constitution of Pennsylvania, Section 8 of Article 8, 
'No railroad^ mil waff or other transportation couk- 
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pany, shall grant free paases, or pafiaes at a discount, to 
persona except officers or employees of the company/* 

The question is whether the members of tlie Legiiikl 
are employees of the Pennsylvania Railroad. 

Recently the Pennsylvania Railroad gave notice 
after January 1, 1906, no free passes would be issued 
cept to employees. As wo have seen reason to believe, 
may still include members of the Legislatore, and eveaj 
the order should happen to be enforced according to 
common acceptation of the word "employees/' there 
plenty of ways in which free transportation can be gi 
to men the railroad management deems it desizuble 
favor. Railroads have made such orders before, and 
everj' case the fact has proved to be that the order sim] 
constituted an easy mettiod of lopping oflf the overj 
demand for pusses, a ready excuse for denying reqi 
tlie railroad does not wish to honor, without in the li 
interfering witli its power of favoring those it really 
to favor. In cutting off passes under said order to m 
tudes of city ofliciuls in Pittsburg ktely the Pennsyl 
railroad oflicers stated that the demand had become 
great tluit tljose having free rides were actually crowi 
the paying passengers on many of the trains. The PI 
delphia Narlh American declared that in tliat city e 
big and little politician expected free passage when he 
quesi<.*d it, and that there was no wartl heeler so humble 
he might not demand transportation for himself and fri( 
to Atlantic City, Ilarrisburg, or any other point on 
Pennsylvania line. The Springfield Bepubliean said: 
docs not appear to be recognized^ in the praise given to 
present action of the railroi\d company, how great an 
peachment of its management the old order constitul 
We are told that passes were issued literally in bundles 
the use of pt»litieal workers, big and little." 

We watched with much interest to see what the rail] 
would really do when tha time for f uU enforcement of 
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F order Mme. In Pennsylvania, as was anticipated, the order 
ised as a basis for refusing passes to the overgrown 
bo<nle of grafters who have feasted so long at the Pennsyl- 
Tmnia^s tables. The railway does not want anything this 
year in Pennsylvania that the graftera can give it, and it is 

' anescellent opportunity to punish the Pittsburg politicians 
for allowing the Gould lines to enter the city. But in Ohio 
the situation is different, and, in spite of the recent order, 
the time-honored free passes have been sent to every 
member of the Ohio Legislature. A press despatch from 
Columbus, January 1, sajrs: ** One of the notable events 
that marked the opening of the general assembly to-day was 
the unexpected arrival of railroad passes for every member. 
The Pennsylvania, first to announce that the time-honored 
graft would be cut off, was the first to send the little 
tickets, and the other lines followed suit/* 

The Pennsylvania is not alone in its delicate generosity 
to legislators and otlier persons of influence. The practice 
is practically universal,^ From Maine to Califomia there 
is not a State in which the luUroads refrain from giving 
pisaes to legislators, judges, mayors^ assessors, etc. And 
the roads expect full value for their favors. Some time 
tga a member of the Illinois Legislature applied to the 
president of a leading railroad for a pass. In reply he 
received tlie following: 

" Your letter of the 22nd to President , requesting an 

limiial over the railroad of this company, has been referred 
to me* A couple of years ago* after you had been furnished 
with an annual over tliis line, you voted against a bill 
vbidi you knew this company was directly interested in. 

* Tbo New Tork Ceotnl. Baltiroor* and Ohio, and iora© other line* an- 
loca<»4 tb« iflinic porpisc as ihe Pi^uris^lraiiia in respoct to pasHes after 
!• 1906, btit with them aa with the Ponnftylrania it appears to be a 
\ of mora carefo] diBerimioatioD in the tt»e of (iiscriiuiQatioo, and au ap- 
oi the fact that it i» verj impartaDt to make a good impresaion on 
ib« pmUic miad jast now, tii view of the wideaproad demand ioi dx^alic \tg^\a^ 
I fai tba di/ectitfii of tMilwad n^gnJaiioo, 
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Do yau know of any particular reason, therefore, wLy we 
fihould favor you with an annual this year?'' 

The railroads give passes to legislators and public officials 
not, as a rule, in any spirit of philanthropy or respect for 
public office, but as a matter of business ; and if a legislator 
does not recognize tlie obligation that adheres to the pass, 
the pass is not likely to adhere to him in subsequent 3^ears. 

In many cases the pass is the first step on the road to 
railroad 8er\utude. Governor Folk said to me : " The rail- 
roads debauch legislators at the start by the free pass. It 
is a misdemeanor by the law of this State to take such a 
favor.^ But it seems so ordinary a thing that the legisla- 
tor takes it. He may start out with good intentions, but 
he takes a pass and then the railroad people have him in 
their powen He has broken the law, and if he does not do 
as they wish they threaten to publish the number 'of his 
pass. He generally ends by taking bribe money. He 's in 
the railroad power anyway to a certain extent, and thinks 
he might as well make something out of it In investigat- 
ing cases of corruption I have found that in almost every 
instance the first step of the legislator toward bribery was 
the acceptance of a railroad pass." 

At the annual dinner^of the Boston Merchants* Asso- 
ciation, January, 1906, Governor Folk said : " One of our 
greatest e\ils is the domination of public affairs by our 
great corporations, and we will never get rid of corix)ration 
dominance till we get rid of the free pass. That is the 
insidious bribe that carries our legislators over the line 
of probity. First seduced by the free pass, destruction is 
easy. No legislator has a right to accept a free pass ; no 
more right than to accept its equivalent in money." Even 
the laws against the free pass, Governor Folk says, often 
play into the hands of the railways and emphasize and 



< A number of the States have lawi ag^nat pauses. The Interstite 
ComftiQfce law forbidi them. And thej are alwayi againat the moral law 
whether tbej run beyond the State line or doc 
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en corruption upon the State by putting legislators and 
Scials at the mercy of the railroads in consequence of the 
fiict that the taking of a pass is a violation of law, so that 
the railway hiu* a sj;)ecial hold upon the donee as soon 
aft tlie favor is accepted. This is likely to be the effect 
tmless the law is so thoroughly enforced as to prevent the 
taking of passes, which is very difficult and very seldom 
achieved. ^ 

Governor Folk is doing his best to abolish the pass evil. 
It used to be a common thing for officials of all grades to 
ride on passes. And any influential poison in Jefferson 
City could get a pass by seeing a member of the House or 
Senate* who would send a note to Colonel Phelps and a pass 
would be forthcoming. Now the legislators decline to 
ti^ommodate their friends by making these little requests, 
for the matter might come to the ear of Governor Folk* 
Moreover the government employees in Missouri have been 
cut off fram these railroad '' courtesies." The statute does 
not apply to appointive officers, but the Governor does not 
txitend that his department shall be honeycombed with rail- 
road influence if he can help it One of the officers of a 
subordinate branch of the government went to him and 
bim about the matter. '^ I do not want a pass for 
' said the interrogator, " but Mr. W. told me that he 
would like for me to see you before he accepted a pass and 
see if you had any objections. And I want to add» Gover- 
nor, diat it has always been tlie custom for the employees 
in this department to use free passes," Governor Folk's 
countenance lost its smile for Uie moment, as he said very 
slowly and sternly : " Tell the employees of your depart- 
ment that if any of ray appointees ride upon railway passes 
they will be instantly discharged." 

These Jnsidious bribes in the guise of courtesy and honor 
far position — these free passes which Governor Folk de- 
nounces as the first steps to corruption — are prevalent in 
ill OUT States. Even in honest old Maine, the frosty forest 
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State, I found the railroad pass in full bloom. Speaking to 
a joint committee of the House and Senate at Augusta a 
few months ago, I exhibited a number of photographs of 
passes given to legislators and councilmen by one of our 
big railroads. The membei-s examined these photos with 
much interest and some facetious remarks. On the way 
into town a famous lobbyist who has long and close ac- 
quaintance with the legislature of Maine laughed till the 
tears ran down his cheeks over the memory of the scene, 
puffing out between his explosions the explanation of his 
men^iment : ^* Every one of those fellows has a railroad pass 
in his own pocket." Inquiry in other directions tends to 
confiiiB his statement. 

It is hardly possible to imagine that the ordinary legis- 
lator or judge can be entirely impartial in reference to a 
railroad bill or suit when he is under obligation to the rail- 
roads for past favors and hopes for similar courtesies in the 
future. 

When a judge finds that jurors in a railroad case have 
accepted passes from the railroad he discharges the jurors 
as unfit for impartial service,^ yet that same judge may 
have in his pocket an annual pass over all the lines of the 
road that is plaintiff or defendant in the case. 

Some railroad presidents and managers have told me that 
passes are given as mere courtesies and ai'e not intended to 
influence the conduct of officials. This may be true in some 
eases, but as a rule the railixiads do not give charity ; but 
expect favor for favor, and \Tilue for valuCj or multiplied 
value for value. Railroad men have sometimes admitted 
to me that the psychology of the pass is closely related to 

» In one cue it Appeared that a leading railroad attorney had been fot 
jeare in the habit of supplying jurors with passea. OppoviDg coonsel 
brought out the fact that all the jorors in the cane on trial had accepted 
pcuises from the railroad company which wsn the defeodant in the case, 
and that to have an eqmil chance for jnatice his client would ha?e to give 
each jnror S&O to offset tho railroad gifts. The judge discharged the whole 
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that of the bribe, and that they sought and obtained politi- 
cal reaolts from the distribution of transportation favors. 
And aside from such admissions the evidence on the facts 
16 overwhelming* 

A pmmiuent judge who had been on the bench for years 
in one of our best States and had always received passes 
from various railroad companies, found at the beginning of 
a new year that one of the principal railroads had failed to 
send him the customary pass. Thinking it an overeight he 
called the attention of the railroad's chief attorney to the 
fmU ''Judge," said the lawyer, '*did you not recently 
decide an important case against our company?" **And 
not my decision in accordance with law and justice ? " 
the judge. The attorney did not reply to this, but a 
days later the judge got his pass. After some months 
it apun be<iame the duty of the judge to render a decision 
■gainst the company. This second act of judicial inde- 
pendence was not forgiven. The next time he presented 
his pass the conductor confiscated it in the presence of 
many passengers and required the judge to pay his fare. 

The railroad commission in one of our giant States sa3"S 
the fact **that for the most part passes are given to offi- 
cial persons for the purpose of influencing official conduct, 
is made manifest by the fact that tliey are not given to 
such persons except while they hold official positions."* 

The president of an important railroad is stated to have 
said that he ^^ saved his company thousands of dollars a 
year by giving annual passes to county auditors," And 
m maa who had been auditor for many years said that the 

taxes of the railroad company %vei*e increased about 

120,000 a year because it was so stingy with its passes.* 



4 Co«ideiiiati<»ii of fltatemont of Texwi Railroad Commii^ioii'B Tlvport for 
\$9%, p. 17. 8ce. further, *' Briliery by Rjulway PAsae^," North Amenean 
M^ntw, 13«, p. SO; *iwl Public Opinion, 26, p. 167. Feb. 9, 1899 : "The Pam 
Cfil in TliftA StAiOA'' (ItidtuitA, MiuDesota, had VVashingtoD). 

^ " fi^hnj PMaee aiirJ the Pabitc,*' Forum, 5, p. S93. 



4 




10 THE HEART OF THE RAILROAD PROBLEM 

Members of legislatures and of Confess liave told me 
that after voting against railroad measures the usual passes 
were not forthcoming, 

A little while before the introduction of the rate legislap 
tion now pending, in pursuance of President Roosevelt's 
regulative policy, a congressman fi-om the Far West was 
visiting with us. He had free transportation for himself 
and family anywhere in the United States any time he 
wanted iL A lady in the famUy asked hini if it was the 
same way with the rest of the congressmen, and he said 
'* Yes/' I have in my notes conversations with senators 
and representatives from eighteen States, and all of them 
stated, in reply to my questions, that passes were an estab- 
lished and regular part of the perquisites of a member of 
Congress. 

But since the Esch-Townsend bill for the fixing of rates 
by a government commission came on deck, I understand 
that the congressmen who supported it are learning the 
lesson conveyed in the pass-denying letter above quoted, as 
some of the raikoads are refusing all the requests of such 
congressmen for free transportation. The president of one 
of these railroads is reported to have said : " I never was 
in favor of gmnting political transportation, and now I have 
a good opportunity to cut off some of these deatlheads. 
Transportation has been given them in the past on the 
theory that they were friends, but when we needed friends 
they were not there/* 

This, however, is only a passing phase — an emergency 
measure to punish a few congressmen who have shown so 
little appreciation of the right of the railroads to make the 
laws affecting transportation, that they actually voted for 
what they deemed right or for what the people desired, 
rather than for what the railroads wanted. 

Aside from such little eddies, the great sti'eam of dea 
headism flows on as smooth and deep as ever. The people 
take the thing so much as a matter of course that it 
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been a constant cause of surprise to passengers on the New- 
York, New Haven, and Hartford Railroad to see Governor 
uglas pay his fare day by day as he travelled to and fro 
an ordinary commutation ticket* 
A prominent judge of Chicago tells me that for yeai's 
the leading railroads entering that city have sent him 
winual passes without request. I foimd the same thing in 
Denver^ San Francisco, New York, Boston, and nearly 
fiYierywhere else I have been in this country. The mayor 
of one of our giant cities told rae this veiy morning that 
the principal railroads sent him annuals but he returned 
them. It would be better if he would turn the next lot 
over to a publicity league or put them in a museum, j 

In many cases the railroads are practically forced to give 
jmes. A. B. Stickney, President of the] Chicago and 
Great Western Railroad was asked by the Industrial Com- 
miasion^ about the giving of passes to members of the 
judiciary of Minnesota and Illinois. President Stickney 
said, " If any of them ask for ti'ansportation, they get it ; 
we don't hesitate to give to men of that class if they ask 
for passes; we never feel at liberty to refuse." 

♦'Is there any good reason why a judge who gets a good 
idaiy should have a pass — any greater reason than why 
John Smith should have a pass ? " 

"TLat depends," said President Stickney, "on what you 
call a good reason. . . . Twenty-five years ago I had 
charge of a little bit of a road that was a sort of subordi- 
ante of a larger road. 

^I had occasion to visit the president of the superior road 
about something, and he said : * Mr, Stickney, I see that 
tie sheriff of this county has a pass over your road. I 
ilonld like to know on what principle you gave that 
lieriff a pass.' 

"*I did it on the principle that he was a power, and I 
i afraid to refuse him/ I said. 

« Veil iv, p|». 456-457. 
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*** Well,' said he, ' I refused him,' 

'* * You will wish you had u*t before the year is over,' 
replied. 

^* Sometime afterwards, and during the year, I went int 
the office to see the superintendent, but he was not in ; ^ 
went into the general freight agent's office, and he was 
in ; I went into the general manager's office, and he ^ 
not in. So I then went into the office of the president and 
said, ' What kind of a road have you got? Your superin* 
tendent is not here, your general freight agent is not here, 
and your general manager is not here/ 

*' He hung his head down and said : ' Do you remember 
that convei-sation we had about that sheriff's pass ? He *8 
got all those men on the jury and has got them stuck tor 
about two weeks,' *' 

Q. *^ That answer seems to indicate that railroads wo 
be afraid to refuse for fear of the penalties ? " 

A. '* I think the railroads find there is a class of men 
that it is to their interest not to refuse if the}' ask for 
passes. " 

Van Oss says that at one time in this country half the 
passengers rode on passes."^ That seems incredible. There 
is no doubt, however, that the pass evil was enormous 
before it was checked by State and Federal legislation, and 
still prevails to an astonishing extent. Six years after the 
Interstate Act prohibit4?d all preferences, and twenty years 
after the State cnisade against passes and other discrimina- 
tions began, C, Wood Da^as, a railway auditor of lai 
experience, and an executive officer having authority 
issue passes, stated that *' ton percent of the railway tra 
of this country is free, the result being that the great ms 
of railway users ar« yearly mulcted some $33,000,000 for 
the benefit of the favored few. No account of these passes 
is rendered to State, nation, or the confiding stockholders.'* • 
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If ten percent still ride deadhead, as is quite probable, 
the resulting tax upon paying railway users is now over 
150,000,000 a year. The effect of legislation has been to 
give the railways an excuse for shutting off the less influ- 
ential of the former deadheads, while the big people ride 
free in spite of the law.** 

The Hon. Martin A. Knapp, Chairman of the Interstate 
Commerce Commission, says: "A gentleman told me that 
on [one occasion he came from Chicago to Washington 
along in the latter days of November, and every passenger 
in the Pullman ear, besides himself, was a member of Con- 
gress or other Government official, with their families, and 
that he was the only passenger who paid a cent for trans- 
portation from Chicago to Washington, either for his 
paasage or for his Pullman car/* ^^ 

Paul Morton says : " Passes are given for many reasons, 
ftlmoBt all of which are bod. , , • Passes are given for 
personal^ political, and commercial reasons,"^* 

Big shippers and theii- agents get them as a premium on 
or inducement to shipments over the donating railroad. 
When we w^ent to the St. Louis Exposition we had to pay 
oar fare, but the shipping manager of a large firm I have 
h mind was given free transportation for himself and 
bntily. though he was abundantly able to pay. In fact, 
Hum best able to pay ride free, while the i>oor have to 
pay for the rich as well as for themselves* 

One way in which the railway managers evade the Inter- 
ftate Commerce Law, in giving passes to large shippers and 
otljers, is to designate the recipients as employees of their 
own or other companies.^ 

President Stiekney, of the Chicago and Great Western 
Railroad^ said in a recent address before the Washington 
Eoonomic Society : 

^ Smi iba evfdence cited below. 

*• Rjepon of U. S. ludofltrial CommiBsioa (1900), iv, p. 135.' 
^ Testimony before U, 8. Indostrial Ck>inmiiialoD (1^0), W, p. -19a 
SS Fontm, 3, p. 392. 
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** The law which makes it a misdemeanor for any indi- 
vidual not an officer of a railway company to use a pass 
was enacted by Congi^ess and approved by the Preside] 
18 years ago, and as an individual rule of action it w 
ignored by the congressmen wlio passed it and by the Pn 
ident who approved it ; and subsequent congressmen ai 
presidents, with rare exceptions, have ignored its p] 
visions. Travelling, they present the evidence of their 
misdemeanor before the eyes of the public in a way which 
indicates no regard for the law. The governors of the 
States, many of the judges, — - in short, all officialdom from 
the highest to the lowest, — the higher clergy, college pro- 
fesaoi's, editors, merchants, bankers, lawyers, present the 
evidence of their misdemeanor in the same manner, 

As we shall see presently, tliqre are other forms of pass< 
ger discrimination, such iis the free private car, the 
war, etc. 

But neither of these nor the selling of tickets below the 
normal rates through scalpers, constitutes so inequitable or 
dangerous a form of discrimination as the pass system. Aft 
Hadley saj^ : " The really serious form of passenger d; 
crimination is the free-pass S3^8tem. It is a serious thinj 
not so much on account of the money involved, as on ac* 
count of the state of the public morals which it indiea^ 
(and develops). When passes are given as a matter 
mere favoritism, it is batl enough. When tliey ai^ g\y\ 
as a means of influencing legislation, it is far worse, Yi 
this last form of corruption has become so universal thi 
people cease to regard it as con^upt. Public officials ai 
other men of influence are ready to expect and claim f: 
transportation as a right. To all intents and purposes th( 
use their position to levy blackmail against the 
companies " ^^ 

Other leading countries are not afflicted wth this 
disease to any such extent tis we are ; some of them do 

1' Railroad TnuisporUitloxi, p. 109. 
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the malady at all. In France and Italy I was offered 
but the government roads of Austria, Germany, 
Tlelgium not only did not offer passes, but refused to 
t them even when consideiiible pressure was brought to 
The Minister of Railways in Austria informed 
that he had no pass himself, but paid his fare like any 
ry traveller. No amount of personiil or official pull 
lOld secure fi^ee ti^nsportiition. The same thing I found 
true in Germany. Only milway employees whose 
calls them over the road have passes. The Minister 
pays when he travels on liia own accouut And the Em- 
peror also pays for his niihvay travel. It is the settled 
[loEcy of government i"oads in all enlightened countries to 
treat all customers alike so far as passible, concessions 
Mug made, if at all, to tliose who caimot afford to pay 
or who have some claim on the groimd of public poUcy : as 
in South Africa where children are carried fi^e to school ; in 
New Zealand, where men out of work are taken to places 
where they may find employment, on credit or contingent 
payment; and in Germany and other countries, where 
ts are sold at half price for the working-people's trains 
ind out of the cities morning and night. 
Even in England, though the roads are private Hke ours, 
working-people have cheap trains, and public officials 
fuU fare. The King of England pays his fare when 
Omvelling, and if he has a special train he pays regular lates 



^ lo order to lest the attitude of the goremment roads, I did my best to 

r tsjing arst thrODgh the American ambai^sadors to Vienna, Berlin, 

FBramttf) and afterward by direct appeal to the railway management. 

Flltii was of no use, although I had a letter from the Chairman of the United 

Indttstrial Commiasiozi sajing that I had rendered the government 

1ft aervioe in connection with the work of the Com mission^ and that aoj 

dfli thowa me or aasidtanee afforded me in m j researches would be a 

fAlk iervice, I had other strong lettera from men of high distinction in the 

ifiritoi Staie« and England, and our ambassador at Berlin had beou president 

I mater wh^n I was in college, and wa^ specially friendly and help- 

; I waa aasiired that no amount of influence or puU could a43cnre a pass 

r as J oliier jMtfVQDA) iarar oa the StMe railways. 
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for dmt too, Heaabem of Padkment ako and minor pui 
lie oiSoen pij for tmi^ioitflttioiL Pmci are not given U 
political reafoiUL The law againai dna claas of discrinu 
nataona ia tbciroiigiilj enforced. But in thia conntry no 
only membeia of Congmv and oclier pnUic oflScials, tni 
aome of oar piefidenta eren hare aobjeeted themselvefl U 
aerere critktam by tiecepdng free tnufportation in diste 
gjud of Federal law. 



CHAPTER m, 

'P18ai56EB REBATE3 AND OTHER FORMS OF DISCRIMI- 
NATION IN PASSENGER TRAFFIC. 



Ix addition to the passengers who travel free on passes, 
there are many who have free transportation in other forms. 
One method of favoritism is the payment of rebates, which 
are in use iu the passenger departments as well as in the 
freight departments of our raibxyads. Passenger rebates 
ire repayments of a part or the whole of the amounts paid 
by favored parties for tickets or mileage. For example^ 
laige concerns that employ travelling men buy ordinary 
pttsenger mileage books, and wlien the mileage is used 
the cover of the book is returned to tlie railroad and a 
refund is made.* In the investigation of the Wisconsin 
nilroads, instituted by Governor La Follette in 1903, it 
HBB found that every railroad of unpoiiance in the State 
had been paying passenger rebates in large amounts every 
jtut for the whole six years that were covered by the 
tearck From 1897 to the end of 1903 the Chicago, Mil- 
waukee and St Paul refunded $170,968 in passenger re- 
bates, the Chicago and Nortli western refunded $014,361 ; 
adding the Chicago, St, Paul, Minneapolis and Omaha, the 
Wisconsin Central, and the ''Soo Line," the total passenger 
rebates paid by the five roads named in the said time w^as 
over «972.000, 
In the case of some favored shippers in Wisconsin it 
found that the railroads secretly refunded the entire 



i Sae McCJurtU Mapasiae, December^ 1905, where Ray Stannard Baker 
Iv ilated tbe leading £acta. 
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original cost of the milciige lK>oks bought by the said ship- 
pers for themselves or their agents, or $60 per book* So 
that tliese favoi'ed houses ''were able to send out their 
entire force of tmvelling men witliout paying one cent of 
raih-ottd fare, while their corapetitors paid full fares," 

One of these Wisconsin concerns, the Northern Grain 
Company, receivetl irom. the Northwestern Raih'oad alone 
$151,447 rebates in five years, or over $30,000 a year, 
partly as refunds on the passenger mileage books of their 
travelling men and partly avS cash rebates on their business* 
The president of the Nortliern Grain Company is O. W. 
Mosher^ who was a State senator in 1901 and 1903 and 
fought the railTOiul reforms proposed by Go%^ernor La 
Follette, He vigorously defended ''individual liberty" 
and the right of the railroads t^ " conti'ol their own prop- 
erty," and it is easy to undei-stand his earnest opposition 
to railroad I'egulation since it has come out that ** individ- 
ual liberty " and milroad laiMezfaire meant $80,000 a year 
to his company. 



The DeadJiead Passetifjer Car, 

Along with the less-than-earload lots of deadheads trav- 
elling on trip passes or annual passes, or tmnsportation witli 
a rebate attacliment, there are carload lots going deadhead 
in private passenger cars. 

Iji a tour to the Pacific coast and back a score of private 
cars at diffei-ent times were attached to the various trains 
I was on. A friend who went a year or so later counted 
nine private cars on his journey in California, four of them 
being attached to the same train at the same time, and in 
the whole 9000 miles he travelled the total number of pri- 
vate cai-s ran up to 54. Any trust or railroad magnate or 
governor of a State may have a private car with his retinue, 
while the lesser deadheads ride in the ordinary cai^s or Pull- 
man coaches ; and the common people pay for it alL 
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Ticket Scalping, 

For manj years the railroads aided and abetted the ticket 
sealperi, paying commissions on the sale of tickets,* or 
I making arrangements so that scalpers could get tickets 
]{mm Uie railway oiEces for less than the regular prices. 
Kaiiroad oflSces have been known to sell tickets sytjtemati- 
ciilly to scalpers at 33, 50, and 66 percent off, or ^, ^, and 
\ of the regular rates. The scalper shared the discount 
witli the passenger, and the railway prevented some other 
line from getting the traffic. 

In some cases scalpers induced conductors not to cancel 
tickets taken up, so that they could be resold in the scalp- 
ing offices, the profits being divided with the conductoi-s. 
In 10 States where statutes were passed against scalping, 
the brokens and the railroads practically nullified the law. 
And by collusion with these brokers the railroads secretly 
violated the Interstate Commeix^e Act* 

A mass of facts upon tliis subject appears in the expert 
t^timony pro and con before committees of both Houses 
of Congress, notably in January, 1898. It was shown that 
at that time 346 newspapers, substiintially all the railway 
aod steamship passenger lines of the United States, the 
laws of 10 States, the long example of Canada, the res- 
olutions of numerous national, State, and mercantile asso- 
ciations, the resolutions of the railway commissioners of 
19 States, the insistent and repeated views of tlie Interstate 
Commerce Commission, the lesson taught by every other 
nilwmy country of the earth,, the due protection of the 
organizations to whom special fares are granted and 

I 8ti^ for extmpl«« tlitt testimony of Stu3nrc«Lnt Fifih, Fresident of the 
HBnoii CADtfal, before th« United Sutes IndastriAl ComiDUaioD, calling 
■fliBlton to the fftct that while milwmj officiolj! coald be prohibited bj law 
Croa Mlling tickete b«low pablished rates, Individaals cotttd not be so pro 
UhiUd, Slid thiit some railways sold their tickets to compotitire poiDta to 
Wokon, pajring them i commiuiou for making the tale, out ol ^Ydc^ti \^« 
kroketi tcalped the nM. flndastrml CommiaBion, 1900, It, p. 334.) 
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of tlie railways granting them, the due observance of law, 
and the best moml sense of all the commercial world, were 
all arrayed on the honest side of every phase of this ques* 
lion. Ticket brokerage was defended by not over 3 rail- 
roads and 660 ticket brokers. The two organized bodies 
of scalpers, the American Ticket Brokers' Association and 
the Guarantee Ticket Broken** Association, stood behind 
the scalping business. 

George R. Blancliard, foraier commissioner of the Joint 
Traffic Association, says in his testimony before the United 
States Industrial Commission (IV, 628): "There are two 
organized bodies of scalpers: the American Ticket Brok- 
ers* Association and the fjuarantee Ticket Brokers* Asso- 
ciation. They have their dii'ectors, officers, and agents^ 
rules and regulations, and they adopt resolutions and dift^ 
cuss and decide questions of cut fares/' 

One railroad president told nie that most of the ticket;^ 
tlie scalpers sold they got directly from the railroadj^^ 
Another railroad president has given similar testimomy 
before the Industrial Commission, and also stated that 
he did not believe the railxoads could stop the scalping 
trade in unused tickets.' 

This method of discrimination has, however, received a 
serious setback so far as milway collusion is concerned. 
The presidents of the leading railroiuls have agreed with 
each other to support the law, and scalping is a more liia- 
ited pTofesHion than it formerly was. In fact, a much 
larger claim than this Ls mode by some. In going over 
this year the materialB I have collected on the subject, I 
came upon the statement that " scalping has been practi- 
calJy abolished." I put up my pen and went down town 
to see. I found on Washington Street (Boston), in the 
ticket-office district, a man with " Cut Rates** printed ia 
krge letters on his back. The same sign was above i 
door near by, and on the stairway, I went up. 
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•* WTiat will it cost me to go to Chicago ? " I asked, 
^ I caa give you a ticket for $12 if you are going within 
\w days." 

•* Suppose I don't go for a month or two ? *' 
•* Well, I caQ give you a $15 rate most any time/* 
**Fiist class ?" 
"Yes." 

^ Over what route ? " 

**The Boston & Maine and Grand Trtink.'* 
"What can you do over the Boston & Albany ? *' 
" m give you transportation on that route for 818." 
** Will that be first class ? " 
"No/' 

"Tourist?** 
•'Yes," 

** Do you have the $12 tickets often ? '* 
»' Sometimes; but I can give you a $15 rate any time*'* 
I went to the railway ticket offices and learned that the 
&pe from Boston to Chicago by the Boston & Maine and 
Gntod Trunk was 818 first class, and 817 tourist; by the 
Boston & Albany $22 first class, and $19 tourist, and 
liiioiigh New York $25. 
It 18 clear, therefore, that scalping is not a lost art* The 
:• one-price ticket agents say that the cut-rate busi- 
still in flourishing condition. It may be that rail- 
tli'ces no longer act with scalpers to evade the law, 
len a scalper says he will give you a first-chiss ticket 
, u..;^li $18 at the depot) for $15 any time you want it, it 
lofifa as though he had some pretty certain source of 
One scalper here, I am told* is the brother of the 
.^.ciiistng manager of a monthly magazine. Railroads 
idvertising in the magazines pay in tickets and the man- 
ager turns these tickets over to the scalper- The same 
tbing is done in New York and Chicago, and probably in 
other plaoes. Scalpers also get unused portions of excur- 
aod other ticiate. And perhaps some of the railways 
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are still in direct collusion with scalpers. Every freight 
pool or agreement to prevent cutting freight rates that was 
ever made was broken by some railroad secretly cutting 
prices, and it may be that an agreement to maintain fares is 
not safe against secret cutting either. 

One of the most peculiar things about scalping is that, 
unlike other forms of discrimination, its benefits go to the 
poor man instead of the rich man. It is tlie only kind of 
discrimination that gives the poor man any comfort or tends 
to dififuse wealth instead of concentrating it. In this one 
case the rich help to pay for the poor man's transportation ; 
in all other cases the poor man and the man of moderate 
wealth help to pay for the service the rich man gets. Per- 
haps this partly explains why it is that many railroads have 
taken a more decided stand against this abuse than against 
any other in the long list of evils that afflict transportation 
in this country. 




CHAPTER TV. 

FREIGHT DISCREMINATrON, 

We come now to a kind of discrimination that enables a 
railway manager to determine which of the merchants, 
manufacturers, mine owners, etc., on his line shall prosper 
and which shall not; what cities and towns shall grow, 
what States shall thrive, what industries shall be developed. 

The purpose of discrimination may be (1) to keep busi- 
ness from going to a competing line ; (2) to increase revenue 
by creating new business for which, if necessary, rates may 
te dropped very low, as anything above the cost of handling 
m mw business will add to income ; (3) to simplify and 
solidify traffic ; (4) to favor persons who, through political 
influence or other power may aid or injure the road, or who, 
tkough friendship, marriage, business or civic relation, or 
othemiae, have a "pull'* with the management; (5) to 
advance the interests or enhance the value of a business, or, 
ty, or place, in which the railway or its oflicers or 
riends are interested; or (6) to kill or injure a place 
or person or business that has incurred the enmity of the 
railways or their allies. 

As a result of the play of these motives our railroad 

history is full of unfair discriminations between persons, 

places, and industries in the United States, and between 

domestic and foreign trade. The methods and forms are 

many and have grown more numerous with each succeed- 

• epoch, but the predominfint forms vary in the difTerenb 

lU. We still have plenty of living specimens of the 
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species that prevailed in earlier periods, but the leading 
form« now are comparatively recent evolutionfl. 

The history of diiKsriminations would fill many volumes. 
The Hepburn Committee (1879) appointed by the New 
York Legislature collected about 5000 cases of discrimina* 
tion. It was shown to be a common thing for railroads to 
give favored shippers discounts of 60, 60, 70, and even 80 
percent from the regular rates* The special contracts 
involving favors in force for one year on a single railroad, 
the New York Central, were estimated at 6000, The 
United States Senate Committee of 1885, the Congressional 
Committee of 1888, the Interstate Commerce Commission, 
1887-1905, the United States Industrial Commission, 1900- 
1902, the Wisconsin investigation in the fall of 1903, the 
United States Senate Committee of 1905, the Stato railroad, 
commission?!, the courts, and other investigating bodies 
have brought to light additional thousands of discrimina-^^ 
tions. We shall select some examples illustrating varioui^ 
methods of discriuiination. 



CHAPTER V. 



THK EARLY YEARS, HEPBURN REPORT, ETO. 



One of the discriminations most complained of in early 
jean was the charging of lower rates for a long haul than 
for a short haul on the same line — less for the whole than 
for a part 

For example, the rate from New York to Ogden was $4.65 
per hundred^ while $2.25 per hundred carried the same 
freight all the way from New York to San Fi-ancisco, The 
railroads charged more if the car stopped part way than if 
it went on to the Pacific, — more than twice as much, in 
fact, for the part haul as for tlie full distance, so that the 
extia chaige for not hauling the car on from Ogden to 
Frisco was greater than for hauling it the entire distance 
from ocean to ocean. They seemed to be willing to take 
off half for the privilege of hauling the car another 1000 
raUes. These methods are still in practice. 

The C. B. & Q. hauled stock from points beyond the 
Missouri River to Chicago for $80 a car, while charging 870 
a car on much shorter hauls to points in Iowa. The North- 
ern Pacific chained twice as much from New York to points 
a hundred miles or more east of Portland, as from New 
York clear through to Portland* Freight was shipped from 
New York State to Council Bluffs and then back to Atlan- 
tic, Iowa, 60 miles west of Council Bluffs on the Rock 
Island, for less than the charge direct to Atlantic, From 
CUcago to Kankakee, 56 miles, the Illinois Central charged 
16 cents per cwt, for fourth-class goods, while it carried 
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the same goods to JMattoon, 116 miles farther on, for 10 
cents per cwt. The gi-ain rate on the Pennsylvania Rail- 
road from Chicago to Pittsburg was 25 cents in 1878» while 
the same road would carry the grain clear through from 
Chicago to New York for 15 cents. Glassware paid 28 
y cents a hundred from Pittsburg to Chicago, and only 14 
cents from Philadelphia to Chicago, half the rate for nearly 
double the diistaiice. A tub of butter from Elgin, lU., to 
New York, 1000 miles, paid 30 cents, while the freight on 
the same tub from points 165 miles out of New York City 
was 75 cents. The railways put tlie farmers of Western 
New York further from market than their competitors in 
the West. By such arrangements as this it was claimed the 
railroads liad caused a depreciation of $400,000,000 in 
the value of improved lands in New York, Pennsylvania, 
New Jersey, Maryland, and Delaware, while the area of 
improved lands in those Sttites had increased 4,500,000 
acres, ^ 

The evils of unjust rates and railway favoritism for per- 
sons and places were earnestly discussed in the press, and 
in State legislatures, and in Congress. One of the examples 
of diacrimination that caused much discussion in Congress 
was the Winona case. Cotton paid $1 a bale from Mem- 
phis to New Orleans, 450 miles; from Winona to New 
Orleans, 275 miles, travelling possibly in the same train 
with the Memphis bales, the rate was 83.25 per bale. 
Another example adduced in Congress was the 75 cent mte 
from New York to New Orleans, while points half way paid 
$1,00 for the same service. 

The (Granger Laws, 

In the early seventies (1872 and following years), Iowa, 
Nebi*aska, Minnesota, Kans^is, and other States of the Mid- 
dle West passed what are known as the *^ Granger laws," 

2 iladflon, " The Eailwajs aad the Eepublic/' p. 42. 
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fixing maximum rates and forbiddiiig dlBcriminations. 
Bailroad commissions were also established in these States 
to control the roads, and it was hoped that these cornmis* 
sions, which grew out of the Granger agitation and were to 
represent the public interest and the people's sovereignty 
m their relations witli tiie railways, would be able to dimin- 
ish greatly and perhaps abolish unjust discriminations. 
In tins hope, however, tlie people were disappointed. 

Speaking of this experience Governor Larrabee of Iowa 
mid in ft93 : ^^ Every year seemed to add to the grievances 
of the public. Success greatly emboldened the railway! 
companies. Discriminations seemed to increase in number 
and gravity. At many points iu the western part of the 
State freight rat^ to Chicago were from 50 to 75 percent | 
higher ihan from points in Kansas and Nebraska, A car 
of wheat hauled only across the State paid twice as much 
freight as anotlier hauled twice the distance from its point 
of origin to Chicago, Minnesota floiu' was tiauled a dis- 
tanoe of 300 miles for a less rate than Iowa flour was carried^ 
100 miles. Certain merchants received from the railroa 
companies a discount of 50 percent on all their freights, 
aud thus were enabled to undersell all their competitors. 
The rata on coal in carload lots from Cleveland, Lucas 
Cotmty* to Glenwood was $1.80 per ton, and from the same 
point to Council Bluffs only $1*25, altliough the latter was 
iboiit thirty miles longer haul, Innumenible cases of tliia 
kind could be cited, Thei*e was not a town or interest in 
the 8tate that did not feel the influence of these unjust 
practices.'* 

The Hepburn Investigation. 

This most famous and enlightening investigation of the 
early period was tliat of the Hepburn Committee of New 
York in 1879- The committee found that many shippers 
were pajing two or three times, and in some cases five times, 
the ntes p^d by their rivals. 
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William H. Vanderbilt told the committee that, as a 
rule, all large shippers who asked for special rates got them. 
Among the men his road had helped to build up by special 
rates was A. T. Stewart, the great dry-goods merchant of 
New York. He had a rate of 13 cents from his factories 
over the New York Central to New York, while small con- 
cerns piiid 20 to 40 cents for this same service, A big 
dealer in cotton cloth had a 20 cent rate, while otliers paid 
the regular 35 and 40 cent rate. Five grocery firms in 
Syracuse had a flat 9 cent rate instead of the published 
tariBf of 37, 29, 25, and 18 cents, accoriling to the class of 
goods. Four Rochester firms bad a special rate of 13 cents 
against the regular tariff of 40,30, 25, and 20 cents. Five 
tirms at Bingham ton and five at Elmira had rates from ^ 
to I of the tariff. Three Utica dry-goods merchants had a 
rate of 9 cents and another had a rate of 10 cents, while 
the regular rates which the outside public paid were 33, 26, 
and 22 cents, according to class. Soap shipped by B. of 
New York to C, of Syracuse cost 12 cents freight per box 
if the freiglit was paid by the shipper in New York, but 
only 8 cents a box if the freight was paid by the consignee 
in Syracuse. 

A report of the Erie Railroad showed 34 cases of special 
cut rates, and a New York Central report showed 33 ex- 
amples. The books of the Central showed 6000 special rates 
granted duiing the first 6 months of 1880. About 90 per- 
cent of the Syracuse business and 50 percent of the entire 
business of the road was done on special rates.* It had 
given special rates to individuals and firms at 22 points on 
its line between Albany and Buffalo. The specials gener- 
ally went down to about J of the scheduled rates to the same 
place, but in Syracuse a special agreement was unearthed 
in which the rate was so emaciated as to be only | of the 
size of the regular rate on firat-elass goods to which it 
applied* 

> Hepbum Report^ N. T. Legiel&tare InyattigatioOi 1879, p. 1 2a 
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The committee also found the long-haul discriminatioa 
ID full bloom. Flour we at from Milwaukee to New York 
for 20 cents, while the charge from Rochester to New York 
ma SO cents. On some goods the rata from New York to 
Syiacuse, 291 miles, was 10 cents ; New York to Little Falls, 
217 miles, 20 cents ; New York to Black Rock, 445 miles, 
20 cents also. Syracuse must have had a strange fascina- 
tion for the railroad meu, to keep them from making a 
lorer rate from the point 400 miles away than from thej 
point 200 miles awB.y^ for they love long hauls. Goods 
were shipped from Rochester to New York and then from 
New York back over the same road through Rochester to 
Cincinnati more cheaply than they could be sent direct 
from Rochester to Cincinnati. W. W. Mack, a Rochester 
manufacturer, testified that he saved 14 cents a hundred in 
this way, and that he saved 18 cents a hundred in his 
St Louis business in the same way. In both tliese cases 
the railroad company carried the goods 700 miles farther 
than the direct course for a cha.rge considerably less than 
for the direct haul. 

Butter was carried from St, Lawrence Co., N, Y., to 
Boston for 60 cents a hundred, while tlie rate from nearer 
itations was 70 cents, 80 cents, and even 90 cents at St. 
Albans, Vt., increasing as the distance decreased. The 
railroads appear to recognize the fact that happiness con- 
sktA in the exercise of the faculties, and they wish to exer- 
cise their faculties to the utmost by securing long hauls 
even though the long rate may not leave nearly so much 
profit as the rate for the short haul. 

Some of the worst discriminations of the early years 
wwe those connected with the oil business^^ In 1872 the 
Oil Combine (then called the South Improvement Co.) 



■ Tbe facts appear at fall length in the reports of tho Hepburn Com- 
mittM, the Select Committee of the United States on Int^ratate Commerce, 
49th Coogreatp Ist Se&aioo. Lloyd's " Wealth against CommoiiweaUh," aod 
Mim Da^beUlg *' HMory of the Stmd&rd Oil Company." 
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secured a secret agreement from all the railroacLi running 
into the oil regions, first, to double freight rates on oil ; 
second, not to charge the S< L C. the increase; third, to 
piy the S. I. C. the increase collected from all other 
shippers* The rate to Cleveland was to be raised to 80 
cents, except for the S. L C, wMch continued to pay 40, 
and would receive 40 of the 80 paid by any one else. The 
rate to Boston was raised to $3, and the S. I. C. would 
receive $1.32 of it. The Combine was to have 40 cents to 
$1,32 a barrel rebate not only on their o\ra oil which con- 
stituted only one-tenth of the business, but on all the oil 
their competitors shipped, so they would get $9 in rebates 
for every dollar they paid in freight. The S, I. C. were 
to receive an average of $1 a barrel on the 18,000 barrels 
produced daily in the oil regions. The rates were raised 
as agreed, but the excitement in the oil regions was so 
intense that mobs wi^uld have torn up the tracks of the 
railways if Scott and Vanderbilt and the rest had not tele- 
graphed tliat the contracts were cancelled, and put the 
rates back. But some of the contracts afterwards came 
into court, and had not been cancelled at all. In 1874 
the roads began gradually to carry out the plan that had 
been stopped by popular excitement in 1872. 

In 1874 the Oil Combine had on some lines 10 different 
transportation advantages over its competitors, i. e., 49 
cents direct rebate per barrel of refined oil, 22 cents rebate 
on crude-oil pipeage, 8J percent of refined oil carried free 
(due to the method of calculating crude and refined equiv- 
alents), 13 cents a barrel advantage through possession of 
the railroad oil terminal facilities, 16 percent of by-products 
carried free, a rate to New York 10 cents a barrel less than 
the published rate on refined oU, and 15 cents on crude 
oil, exclusive use of tank cars, underbilling of carload 
weights, twenty thousand lbs. often for cars containing 
forty thousand or even sixty thousand lbs» of oil, or a 
lump sum per car regardless of excess weight, and a mUe- 
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! payment from the railroads on the tank cars amounting 
in itself to a large I'ehate. 

Nearly all the refineries of the oil region and of Pltts- 
bai]g passed by sale or lease into the hands of the Combine 
in 1874-5, 

\\\ H. Vanderbilt, and other prominent railroad men 
wen; 8t»>ekholder8 in the Standard. 

Frank Rockefeller, brother of John D., testified before a 
corigrei>sional committee July 7, 1876, tliat he believed 
Tom Scott, W, H. Vanderbilt, and other big railroad men 
siuired in the oil rebates. 

The New Vork Central and the Erie sold their terminal 
facilities for handling oil to the Standai-d Oil Co,, thereby 
making it practically impossible for the roads to transport 
oil for the competitors of the Trust. The Pennsylvania 
Railroad also, under compidsion of a rate war, made a deal 
with the Standard by which tlie latter acquired the oil 
CMS, pipe lines, and refineries of the Empire Company, a 
creature of the Pennsylvania Railroad.* 

Vanderbilt told the Hepburn Committee, August 27, 
1879, that "if the thing kept on the oil people would owaj 
tlie roads.'* 

After the Pennsylvania fought the Standard in 1877 and 
lost, the Combine paid 11 cents net freight (after deduct- 
ing rebate) on each barrel of oil to New York, while its 
competitors paid SL90 per barrel,* ^ — ^a discrimination of 
1600 percent by means of exclusive tank cars and ratej 
arrangements. The trunk lines would not furnish com- 
petitors of the Standard with tank cars nor give them rates 
aad conditions that would allow them to use their own 
tuik cars. 

•TarUeU's " Hi»torv of the Standard OU Co,," pp. 1&5-190; Lloyd's 
"Wealth A^Dflt the Commonwealth," pp. 87-68. 

* The Standard paid nominally 60 cents a bam*l, but got a rebate of 49 
Miii,ftO thftt their net rate wax 11 cents per barrel agninst $K90 for the in* 
4cpend6Qt»^ See report of the Hepbtirn Committee (N. Y.), 1879, aad George 
Rk«*i pftiaphlet on ''The Stiuidard Oil Trtut/' 




The independents litid to sell their tank cars or side-track 
them, because the Oil Combine prevented the railroads from 
giving them practical terms. At times when oil could 
have been shipped by the independents they could not get 
cara, though hundreds were standing idle on the switches. 

So the independents had to ship their oil in barrels^ pay- 
ing a liigher rate than on tank oil* and paying not only on 
the oil, but oa eighty lbs. of wood in the barrel, making 
four hundred lbs- per barrel instead of three hundred 
twenty lbs. per barrel by tank. 

JoHiah Lombard of New York^ the largest independent 
refiner of oil at the seaboard, testified as follows before the 
Hepburn Committee Jane 23, 1879: 

"Tom Scott, President of the Pennsylvania Railroad 
Co,, was questioned whi*ther we could have, if there was 
any means by which we could have, the same rate of 
freight as other shippers got, and lie wud fliitl y, ' No/ 

" And we a8ked him then, if we Hhipped the same amount 
of oil as the SUinduiiJ, and he said, * No.' 

*' We said that ' if they hiid not sufficient cars to do the 
business with wo would put on the cars/ 

*'Mr. Scott said that tliey would not allow that, and 
said that * the Standard Oil Co. wei-e the only parties that 
could keep peace among the roads/" 

Casaatt, Vice-President, confirms the above and adds: 

** The discrimination would be larger on a high rate of 
freight than a low rate of freight ; " also admits that the 
"Standard Oil Co, liad some 500 can* full here and at 
Philadelphia and Baltimore ; that he had not discovered it 
until recently/' 

Mr, Lombard further testified : 

** Refineries were thus shut down for want of cars* 

*< Caasatt threatened, if the independents built 
Equitable Pipe Line or any other lines of pipe [as follow 

44 * Well, you may lay all the pipe lines you like, and wT 
rill bay them up for old iron/ 
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** R. C. Vilas, General Freight Agent of the Erie (and 
fasotber of Geo. H. Vilas, Auditor of the Standard Oil Co.), 
abBolatelj refused us cars, saying the Standard Oil Co, 
hid engaged them alL 

"J. H, Rutter, General Freight Agent* New York Cen- 
tral, would not furnish any cars, and also said, * We have no 
tecminal facilities now,' " 

A. J, Cassatt testified before the New York Committee 
that in 18 months the Standard Oil had received i^e bates 
imounting t^ 110,000,000. 

In addition to many other advantages enjoyed by the 
Standard people the Pennsylvania Railroad in 1878 gave 
the Combine, through the "American Tmnsfer Co,," a 
** commission" of 20 cents a barrel on all shipments of 
petroleum, — not only on their own shipments, but on ship- 
sients made by the independents also. At the same time 
the New York Central and the Erie were paying the Stan- 
dard " commissions "' of 20 to 35 cents a barrel on all the 
ml shipped over tliose roads. 

At one time the transcontinental lines charged $105 to 
Tetam an empty ^* cylinder'* tank car from the Pacific 
Coast to the Missouii River, while making no charge to 
the Standard for returning their " box " tank cars, each of 
which contained a cylinder, which, however, was set upright 
instead of being placed longitudinally ; a distinction with- 
out a difference, but it served to make a discrimination 
of over 8100 a car in favor of the TrusL 
The railroads allowed the Oil Trust to stop its cars and 
ride up a tank load at two or more stations, but denied 
this privilege to the competitoi-s of the Trust. 
The Hepburn Committee reported (1879) that "the 
ttdard Oil Co, receives rebates from the trunk lines, 
ttg from 40 cents to $3.07 a barrel on all oil ship- 
ttta: That the trunk lines sell their oil-tank car equip- 
ats to the Standard and agree to build no more : That 
i Standard controls the terminal facilities for handling oil 
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of the four ti-uiik lines by purchase or lease from the rail- 
roads : That it has frozen out and gathered in refineries of 
oil all over the country : That it dictates terms and rates 
to the railroads : That the trunk lines have hauled its oil 
300 miles for nothing to enable it to undersell seaboard 
refineries not then under its control : That it has succeeded 
in practically raonopolizing the oil business: That the 
transactions of tlie Standard are of such character that its 
oflScers liave been indicted, and that its members decline 
under oath to give details lest their testimony should be 
used to conyict them of crime/* * 

The oily people were able in one way or another to gain 
ascendency over all the milroads. ** We made our first con- 
tract with the Standard Oil Company," said Mr» Cassatt* 
'" for the reason that we found that they were getting very 
strong, and they had tlie baclciug of the other roads, and, if 
we wanted to retain our full share of the business and get 
fair rates on it, it would be necessary to make arrangments 
to protect ourselves/' 

The Combine used the railroads to ruin its rivals, and did 
it with a definiteness and vigor of attack never before at- 
tempted, and with a success that would have been impos- 
sible without the use of the railroad power. An example or 
two will make the matter clear* 

Mr. Corrigan, an oil refiner of Cleveland, became so 
prosperous in the seventies that he attracted the attention 
of the Standard Oilj and in 1877 he began to have trouble. 
He could not get the crude oil he bought shipped to Cleve- 
land, nor his product shipped away, with reasonable prompt- 
ness. The railroads refused him cars, and delayed his 
shipments after they were loaded. And he was driven to 
lease and finally sell his works to the Standard, which had 
no difficulty in getting cars and securing prompt service. 

George Rice became a producer of oil in 1865. A little 

later he established a refinery at Marietta, Ohio. In Janu« 

• Qauted £f om a lynopiia of the Report. 
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My, 1879, the freight rates on oil were raised by the rail- 
roads leading out of Marietta, and by their connections, 
la some cases the rates were doubled, while the rates from 
Cleveland, Pittsburg, Wheeling, and other points where 
the Combine had refineries, were lowered* The Baltimore 
^ Ohio, the Pennsyh^inia, the Lake Shore, and all the 
other railroads involved, m^ide the deal in unison, and after 
• isecret conference of mil way official with tlie Standard 
Oil people. The change hurt the railroads, cut off their 
business in oil from Marietta entirely, but they obeyed the 
orders of the Standard nevertheless. 

** What would be the inducement?" the freight agent of 
the 6. & O. connection was asked. 

•*That is a matter I am not competent to answer," he 
lepliei^ 

Rice, finding himself shut off from the West, North, and 
East, developed new business in the South, but everywhere 
be went he was met with new discriminations, and even 
refusals in some eases to give him any rates at all. He could 
not ship to certain points at any price. In other cases the 
ail mtes were jumped up for his benefit, and his cai-s were 
idUyed or sidetracked by the railroads. Not satisfied with 
otBtmcting and in large part blocking the shipment of re- 
filled oil out of Marietta, the Combine did all it could to 
cut off Rice's supply of crude oil from the wells. It 
bought op and destroyed the little pipe line through which 
be was getting most of his oil. Rice then turned to the 
0' - ' ' , j^jj J bi*ought his oil in by rail over the Cleveland 
a;. ttA Railroad* Under threat of withdrawing its 

patronage the Combine then compelled the road to double 
the rates to Rice and pay over to the Combine five-seventlis 
all the freight the road collected on oil. Rice had been 
ng 17 cents a barrel from the oil fields to his refineiy, 
\ mtfi went up to 35 cents while the Combine paid only 

^ EaflfOftJ ¥reight9, Ohia Eoase of BepredenUtifei, 1879, pp. 159-163. 
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10 and got 25 cento of each 35 paid by Rice.* *' Illegal 
and inexcusable abuae/' said Judge Baxter when Rice took 
the case into court; and the Senate Committee was also 
emphatic in its condemnation. The case h in IIdo with 
the whole hiatory o£ the railroads in their relations with 
the Oil Combine, the remarkable fact in this instance being 
that the victim had nei-ve enougli to fight tlie Combine. 
He took the facte to the Ohio Legislature, to tlie courtB» to 
investigating committees of New York, and Congress, and 
rendered a great public service by bringing the ways of 
the railroads and the trust to the light of publicity. If all 
tlie victims of the Oil Combine had manifested equal pluck 
and public spirit, the evil we are discussing would long 
since have ceased to exist* 

• Hardy v. aerelaiid k Marietta R. R,, Circuit Court, Ohio, E, D., 188T. 
St Fed* Rep. 6S9; 8«Date Select Committee on Interstate Comi&eice, 49cli 
CongnUt tit SeiaioDp p. 199. 

* Besiddi the referencee alreiidy gWen on the Riee affair, aeo the Troit In- 
veattgAttoQ of Coflgrees, 1868 ; the teatimotiy in the Hice caae tiefore the tate^ 
•tato Commerce CommiNiioQ, Ko«. 51-60, 1887 ; Decisions of the I. C. C, vol ], 
pp. 503, 732; Tot. 2, p. 389; vol. 3, p. 188; ▼ol. 4, p. 228; vol. 5, pp. 193, 680; 
State of Ohio t^. Standard fH] Co., 49 OMo St. Rep. 3t7; Uojrd, chapteni 
XV, zvi, xvii; aod TarbcU'd llUtory. 



CHAPTER VL 

THB SKKATB DHTESTIGATION OF 1885 AND THE INTEB- 
8TATE COMMEBCE ACT. 



Ik 1885 the United States Senate appointed a eommitte»f 
to investigate railway diserirainations, etc., and tlda com- 
mittee made one of the ablest reports that has ever been 
issaed in relation to railway abiisee. It threw a flood of 
light upon the nature and prevalence of discrimination, and 
the reasons for it. On page 7 of this report the committee 
mp that our eflScient service and low rates (low average 
tates) " have been attained at the cost of the most unwur- 
mnted discriminations, and its effect has been to build up 
the strong at tlie expense of the weak, to give the large 
dealer an advantage over the small trader, to make capital 
count for more than individual credit and enterpnse, to 
concentrate business at great commercial centr^s^ to neces- 
sitate combinations and aggregations of capifcil, to foster 
monopoly, to encourage the growth and extend the influ- 
ence of corporate power, and to throw the control of the 
commerce of the country more and more into the hands of 
the few.'* 

On page 40 the committee says; '^lailroad companies 
tre not disposed to regard themselves * as holding a puWio , 
office and bound to the public/ as expressed in the ancient { 
kw. They do not deal with all citizens alike. They dis- 
»te between peraons and between places, and the 
lies and Congress are consequently called on to in some 
way enforce the plain principles of the common law for 
the protection of the people against the unlawful conduct 
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ndi- 



of common carriers in carryiDg on the commerce of the 
country/* 

On page 188 the following example is given: "One 
reference to tlie testimony must suffice to illustrate the 
universality of individual favoritism, the reasons which in* 
fluence the railroads in favoring one shipper to the ruin of 
another, and the injustice of the system. Mr. C. M. Wicker 
of Chicago^ a former railroad official of many years' experi- 
ence, was asked if he knew anything of diacrimination upon 
the part of the tmnsportation companies as between indi< 
viduals or localities, and testified as follows : 

"Mb. Wicker, Yes; I do. And this discriminatii 
by reason of rebates, is a part of the present railroad s; 
tern. I do not believe the present railrowl system coul 
he conducted without it. Roads coming into this field to- 
day and undertaking to do business on a legitimate basis 
of billing ttie property at the agreed rates would simply 
result in getting no business in a short time. 

"Senator Harris. Then, regardless of the popu- 
larly understood schedule rates, practically it is a matter of 
underbidding for business by way of rebates ? 

**Mr. Wicker. Yes, sir; worse than that- It is indi- 
vidual favoritism, the building up of one party to the detri- 
ment of the other* I will illustmte. I have been doing it 
myself for years and had to do it. g 

** Senator Harris. Doing it for yourself in yofl^l 
position ? ^ 

** Mr. Wicker. I am speaking now of when I was a 
railroad man* Here is quite a gnxin [K*int in Iowa, where 
there are 5 or 6 elevators. As a railroad man I would 
try and hold all these dealers on a " level keel " and give 
them all the same tariff rate. But suppose there was a road 
of 6 or 6 or 8 miles across the country, and these dealers 
should begin to drop in on me every day or two and tell me 
that the road across the country was reaching within a mile 
ar two of our station and drawing \o \\afe\l ^l the ^cain* 



THE SENATE INVESTIGATION OF 1885 89 



Tou might say that it would be the just and right thing to 
do to give all the 5 or 6 dealers at this station a special rate to 
(I meet that competition through the country. But as a rail- 
.road man I can accomplish the purpose better by picking 
out one good, smart, live man, and giving him a concession 
of 8 or 4 cents a hundred, let him go there and scoop the 
business, I would get the tonnage, and that is what I want. 
Bat if I give it to the five, it is known in a very short 
time* • . • When you take in these people at the station on 
a private rebate you might as well make it public and lose 
what you intend to accomplish. You can take hold of one 
jxAn and build him up at the expense of the others, and the 
mlioad will get the tonnage. 

"Senator Harris, The effect is to build the one man 
up and destroy the others ? 

** Mb, Wicker. Yes, sir ; but it accomplishes the pur- 
poees of the road better than to build up the 6* 

"Senator Harris. And the road, in seeking its own 
preservation, has resorted to that method of concentrating 
the business into the hands of one or a few, to the destruction 
of the many ? 

'* Mr, Wicker* Yes, sir; and that is a part and parcel 
of the system." 

On page 189 the committee says : 

" The practice prevails so generally that it has come to 

he Quderstood among business men that the published 

are made for the smaller shippers, and those unso- 

icated enough to pay the established rates ; that those 

who can control the largest amounts of business will be 

)wed the lowest rates ; that those who, even without this 

^idvantage, can get on * the inside,' tlirough the friendsliip 

rf the officials or by any other means, can at least secure 

Taluable concessions ; and that the most advantageous rates 

JX% to be obtained only through personal influence or 

itism, or by persistent ' bulldozing.' 

*" It is in evidence that this state of affairs is far from 
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satisfactory, even to those specially favored, who can never 
be certain that their coiiii>etitor8 do not, or at any time may 
not, receive even better terms than themselves. Not a few 
lai^e shippers who admitted that they were recei\ing favor- 
able concessions testified that they would gladly surrender 
the special advantages they enjoyed if only the rates could 
be made public and alike to all." 

Again, on page 191 : 

** Universal complaint has been made to the committee 
as to the discriminations commonly practised against places, 
and as to the conspicnoiis disci-epancies between what 
are usually termed * local ' rates and what are known aa 
* through * rates." 

In summing up the testimony on pages 180-182 of their 
report, the committee presents this tremendous indictment : 

**The comi>Iainta against the milroad systems of the 
United States expressed to the committee are based upon 
the following charges : 

*' 1. Tliat local rates are unreasonably high, compared 
with through rates. 

'' 2* That both local and through rates are unreasonably 
high at non-coraj>eting points, either from absence of com- 
petition or in consequence of pooling agreements that re* 
strict its operation, 

** 3. That rates are established without apparent regard 
to the actual cost of the service performed, and are based 
lai^ely on what the traffic will bear. 

**4. That unjustifiable discriminations are constantly 
made between individuals, in the rates charged for like 
service under similar circumstances. 

** 5. That improper discriminations are made between 
articles of freight and branches of business of a like char- 
acter, and between different quantities of the same class of 
freight. 

" 8. Thttt unreasonable discriminations are made between 
locAlities similarly situated. 
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*• 7, That the effect of the prevailing policy of railroad 
ofisagement is, by an eUborate system of special secret 
itt(6$, rebates, drawbacks, and concessions, to foster mo- 
aopoly^ to enrich favored shippers, and to prevent free 
competition in many lines of trade in which the item of 
craosportation is an important factor. 

•* 8. That such favoritism and secrecy introduce an ele- 
ment of uncertainty into legitimate business that greatly 
retards the development of our industries and commerce. 

•* 9. That the secret cutting of rates and the sudden flue- 
tDitioiia that constantly take place are demoralizing to all 
bdiijieas except that of a purely specuktive character, and 
frequently occasion great injustice and heavy losses. 

**14 That the differences in the classifications in use in 
various parts of the country, and sometimes for shipments 
over the same roads in different directions are a fruitful 
source of misunderstandings, and are often made a means 
of extortion. 

**15. That a privileged class is created by the granting 
of passes, and that the cost of the passenger service is 
largely increased by the extent of this abuse, 

^* 16. That the capitalization and bonded indebtedness of 
the roads largely exceed the actual cost of tlieir construction 
or their present value, and that unreasonable rates are 
ehaiged in the effort to pay dividends on watered stock, 
and interest on bonds improperly issued. 

• ••«•** 

**18* That the management of the niilroad business is 
extravagant and wasteful, and that a needless tax is im- 
powd upon the shipping and travelling public by the un- 
necessary expenditure of large sums in the maintenance of 
I costly force of agents engaged in the reckless strife for 
competitive business/' 

The result of this investigation and report was the pass- 
age of the Interstate Commerce Act, in 1887, affirming the 
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common law rule that carriers' charges must be reasonable 
aed impartial- Common carriers are forbidden to give *' any 
undue or unreasonable preference or advantage to any peiv 
son, locality, or description of traffic in any respect whaU 
ever, or subject any person, locality or description of 
traffic to any undue or unreasonable disadvantage in any 
respect whatsoever," **No common carrier'' says Section 
2, "shall directly or indirectly, by special rate, rebate, 
drawback, or other de\nce, charge or receive from any per- 
son greater or less compensation for any service in the 
transportation of passengers or property than it charges or 
receives from others for a like and contemporaneous ser- 
vice under substantially similar circumstances and condi- 
tions," Section 4 makes it '' uuLiwful to receive more for 
a shorter than for a longer diHtanco, including the shorter 
on the same line, in the satue dii'ection^ tmder substantially 
similar circumstances and conditions,'* except where the 
Commission created by the Act shall autliorize the carrier 
to charge less for the longer tlmn for the shorter distance. 
Rates must be published and filed with the Commission, 
and 10 days' notice must be given of advances. Any de- 
viation from the published tariff is unlawfuL The Act ex- 
cepted ti-affic " wholly within one State/* and provided that 
property might be handled free or at reduced rates for the 
United States, State, or municipal governments, or for 
charitable or exhibition purposes; tliat preachers might 
have reduced rates, and that passes might be given to em- 
ployees of the road or by exchange to employees of other 
roads. The penalty for breach of the law was mode a fine 
not exceeding $5000 for each offence, and victims of dis^ 
crimination, etc., could collect damages* 



CHAPTER VIL 

THE DTTERSTATE COMMISSION- 

A STRONG Commiasion was appointed, the Chairman being 
Thomas M, Cooley, one of the ablest jurista in the country, 
Chief Justice of the Michigan Supreme Court, author of 
** Constitutional Limitations " and other works of the high- 
est authority. The Commission started with a review of 
the evils the Interstate Act was intended to abolish, and 
entered earnestly upon the great work of enforcing the 
Uw. 

The Commission's statement of the arrangements used 
by the railwaj's for discrimination is so admirably clear 
tLit a part of it cannot fail to be useful here, 

" These arrangements/' says the Commission, " took the 
form of special rates, rebates and drawbacks, underbilling, 
neduced classification, or whatever might be be^t atlapted toj 
keep the transaction from the public ; but the public very 
well understood that private arrangements were to be had if 
the proper motives were presented. The meraorandimi book 
carried in the pocket of the general freight agent often 
contained the only record of the rates made to the different 
patrons of the road, and it was in his power to place a man 
or a community under an immense obligation by conceding 
I special i-ate on one day, and to nullify the effect of it on 
tlie next by doing even better by a competitor. 

** Special favors or rebates to large dealers were not 
alwiRys given because of any profit which was anticipated 
ijcm the business obtained by allowing them ; there were 
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other reasons to influence their allowance. It was early 
perceived that shares in railroud corporations were an en- 
ticing subject for speculation, and that tlie ease with which 
the hopes and expectations of buyers and holders could be 
operated upon pointed out a possible road to Sjjeedy wealth 
for those who should have the management of tlie roads. 
?'or speculative purposes an increase in the volnme of busi- 
ness might bo as useful as an increase in net returns ; for 
it might easily be made to look to those who knew nothing 
of its cause like the beginning of great and increasing 
prosperity to the road. But a temporary increase was 
sometimes workt^d up for still other reasonSt such as to 
render plausible some demand for an extension of line or for 
some other great expenditure, or to assist in making terms 
in a consolidation, or to strengthen the demand for a larger 
share in a pool. 

** Whatever was the motive^ the allowance of the special 
rate or rebate was essentially unjust and corrupting ; it 
wronged the smaller dealer oftentimes to an extent that 
was ruinous, ami it was generally accompanied by an 
allowance of free personal tranKi>nrtation to the larger 
<Ieaktr, which hiwl the effect to emphii^ize its ovila* There 
wius not the least doubt that had the case been properly 
brouglit to a judicial test these tmnsactions would 
many ctises have been lield to be illcgiil at the commi 
kw; but the proof was in geneml diHioult, the remedy 
doubtful or obscure, and the very resort to a remedy 
against the party which fixetl the i*ates of tj-ansportation 
at pleasure might prove more injurious than the rebate 
itself. Parties affected by it^ therefoi*e, instead of seeking 
redress in the courts, were more likely to direct their 
efforts io the securing of similar favors on tlieir own 
behalf. Tliey acquiesced in the supposition that there 
must or would Iwi a privileged class in respect to rntes^ 
and tliey endeavored to secure for themselves a place 
in iL 
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** Local discriminations^ though not at first^so unjust and 
oieiiaiTe» have nevertheless been exceedingly mischievous, 
md if some towns have grown, others have withered away 
noder their influence. In some sections of the countiy if 
ntes frere maintained as they were at the time the inter- 
state commerce law took effect^ it was practically impossi- 
ble for a new town, however great its natural advantages, 
ta acqtiife the prosperity and the strength which would 
nake it a rival of the towns %vhich were specially favoi^ 
in rates; for the rates themselves would establish for it 
indefinitely a condition of subordination and dependence 
to^^mde centres/ The tendency of railroad competition 
^hfB been to press the rates down and still further down 
^K these trade centres, while the depression at intermediate 
^BDintfi has been rather upon business than upon rates. 
I^F "The inevitable result was that this management of 
the business had a direct and very decided tendency to 
strengthen unjustly the strong among the customers and 
to depress the weak. These were very great evils and 
the indirect consequences were even greater and more 
pernicious than the direct, for they tended to fix in the 
public mind a belief that injustice and inequality in the 
emplo}Tnent of public agencies were not condemned by 
law, and that success in business was to be sought for 
faToritism rather than in legitimate competition and 
flQlerprifle. 

"The evils of free tmnsportation of persons were not 
less conspicuous than those which have been mentioned. 
TIus, where it extended beyond persons engaged in rail- 
lOftd service, was actual favoritism in a most unjust and 
offensive form. Free transportation was given not only 
to w^ute business, but to gain the favor of locahties and 
of public bodies ; and while it was often demanded by 
pmoDS who had, or claimed to have, influence which was 
capable of being made use of to tlie prejudice of the rail- 
mads, it was also accepted by public officers of all gimles 
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and of all varieties of service. In this last case the piss 
system was particularly obnoxious and baneful* A ticket 
entitling one to free passage by luil was even more effec- 
tive in enlisting the assistance and support of the holder 
than its value in money would have been, and in a gi^eat 
many cases it would be received and availed of when the 
offer of money made to accomplish the same end would 
have been spumed as a bribe. Much suspicion of public 
men resulted, and some deterioration of the moral sense 
of the community traceable to this cause vms unavoidable. 
The parties most frequently and most largely favored 
were those possessing large means and having large busi- 
ness interests. 

^* The general fact came to be that in proportion to the 
distance they were canied those able to pay the most paid 
the least One "^\ithout means had seldom any ground 
on which to demand tree transportation, while one with 
wealth was likely to have many grounds on which he 
could make it for the interest of the railroad company to 
favor him ; and he was oftentimes favored vnth free tiuns- 
portation not only for himself and family, but for his busi- 
ness agents also, and even sometimes for his customers, 
The demand for free transportation was often in the 
nature of blackmail, and was yielded to unwiUingly and 
through fear of damaging consequences from a refusal. 
But the evils were pi-esent as much when it was extorted 
as when it was freely given.*' ^ 

The Commission had plenty to do. Complaints of 
unreasonable rates and unjust discriminations between 
shippers, commodities, and places pouned in upon it, 
and vigorous decisions against favoritism and excessive 
rates poured out upon the raiL-oads. During 1887 and 
1888 the Commission dealt with cases of passes issued 
in conti'avention of law,* preferential fares for drum- 

1 L C, C First Report^ 18S7. 

> Paaaet (ammAl in this caae) to persons not in the regulu* fervioe of the 
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mere,' commissions on the sale of tickets,* discounts on 
freight rates to large shippers,^ discrimination by conibin- 
aon rates,* by preference of tank shipments of oil,* by 
fair distribution of cars,^ by underbilling^^ false classifi- 
cations,*^ commissions to soliciting agents,^^ etc. UnderbiU- 
|ig, false classification, false weighing, and commissions to 
Oliciting agents were investigated by the Commission in 
588 at New York, Buffalo, Detroit, Cliicago, Omaha^ Liu- 
ftln, and Washington.^ All these methods of discrimin- 
tion were found widely prevalent, and new legislation 
[ aakfid for imposing a penalty on shippers who fi-audu- 
lently obtained reduced rates- 

When Congress met for the session of 1889 it was be- 
held aalawCul, 8tate v. Northem Facile, p. 359, yoL 2, DeditioiiB, 



i 



IB8I. 

* gile of 1000-mite ttcketo U> coramercinl travellers at $20 while charging 
«ll»ni35 illegaL Chicago lb Grand Trunk, p. U7, toI. 1, DeciBionB, 1887. 

* PayiDg commlaaioDa ; aeUing tickets through brokers at reduced rates ; 
nte wan, etc. Peaasjtvanlii, New York Ceninil, Wabasht Chicago & Alton, 
TgL 1, 1dSa» p. SIS, 

> DisconQCs to shi|ipen receiring moT« thna 30,(NK) tons a jear illegal. 
*fideoc« a&d Worcester, vol \, 1887, p. 170. 

* In many cases the direct rate between two poiots, X and T» was found to 
W gr«sler than the combination of the ra-te from X pust Y to a competi- 
tJTt point Z and the local rate back from Z to Y. For example, goods coald 
beibipped from the Pacific coast to Kansas City and then back to puint« west 
of KaasAa Cltj mor« cheaply than they could he eieut direct from the coast to 
tbeM iDtermediAte points. This enabled a shipper informed of the combina* 
tion tates to get an advantage over one with less informadou who relied on 
thspablLMhed tariffs stilting the rateit between his place of bofiinese and the 
pamts to or from which his shipments were to be sent. The Commission took 
t]i tbts matter in 1687 and the traSc managers of the roads agreed to revise 
l^r tariffs ao that the direct local rate should in no case exceed the through 
Btoplaa (h# local rate hack from the tonuiuns or competitive point. This 
nb resnked io many material redactions of the rates to intermediate points ; 
hf •sample, the points between Denver and the Missouri River on the Hues 
«Ritn»Ued by the Sonthem Pacjlic. S«o Martin v. Southern Pacific K.H. 
"* a C. Dodflions, vol. % 1888, pp. 1,4. 

^ A higher rate on oil in baneli thoa in tanks held iwjast« val 3, p* 99!^. 

1888, p. 128. 
* Bcfport^ 1888, p. 112. « Ihid,, p. lU er uq, 

*» lUd. 11 Ibid, tt lUd. 
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lieved that the law had greatly reduced the number of 
passes issued, straightened out a part of the long-haul dis- 
criminations, and accomplished a good deal in the way 
of suppressing rebates, but it was clear that much re- 
mained to be done. In one way or another all over the 
country secret discriminations were still being made for 
the benefit of favored shippers. Congress therefore in 
March, 1889, amended the Interstate Commerce Act by 
adding to the fine a penalty of two years' imprisonment in 
the penitentiary in case of unlawful discrimination, and 
pronouncing the same penalties against shippers and their 
agents who secure advantage by false billing, false classi- 
fication, etc., or by soliciting or otherwise inducing a railway 
to discriminate in their favor, or by aiding or abetting any 
such discriminations. It was also provided that 8 days' 
notice must be given in case of any reduction of rates, and 
that homeless and destitute persons, as well as preachers, 
might be favored with low fares. 

The stringent provision for imprisonment did not prove 
any more effective than the milder law that preceded it, 
less so apparently, for the following years were flooded 
with unfair discriminations.^^ 

^' The Commission's reports, 1889 to f 691, dealt with nnmerous discrimi- 
nations between localities and persons through free transportation, commis- 
sions on the sale of tickets, combination rates, rebates, free cartage, payment 
of yardage charges, excessive car mileage on private cars, discounts for 
qoantitj, nnfair classification, distribution of cars, special tariffs, advantage 
or disadvantage to particular commodities or methods of shipment, low rates 
on goods for export, etc., etc. 




CHAPTER VIIL 

SFFfiCTS OF THE INTEESTATE ACfT. 

As investigation by the Commission in May, 1889^ con- 
cerning passes, and covering 27 railroads^ showed that 
pifises were issued freely to expressmen, telegraph men, 
pren men, managers of excursions, attorneys, persoiiB con- 
Uncting with the railroads in consideration of advertising, 
ahippers, members of legislative bodies. United States, 
State, and municipal officers, officials of steamsliip and 
steamboat lines, etc. These passes were chiefly limited to 
a State, but to some extent were good for interstate jour- 
neys* Of State passes the larger numbers were issued to 
members of legislatures and drovers; "complimentaries" 
eune next, with United States and municipal officers, 
SMrepapermen, and shipper, in the order named. 

The Conmiission said : " The Interstate Commerce Act 
WHS intended to end all the abuses attending free ti-anspor- 
t&tion of persons, and to a considerable extent it has done 
so. But very largely the carriers, especially the strong 
ffsleais, where the abuse has been greatest, have tried to 
ifoid the law by falling back on State protection, and 
issoing passes within the limits of each State. Three of 
die large railroad systems, when called on by the Commis- 
sion to make an exhibit of the passes issued by them, 
declined to do so on the ground that the passes were Urn* 
itad to the bounds of the State, and therefore not within 

ttiie jurisdiction of the Commission. If the New York 
pQitial and Pennsylvania railroads can thus issue passes 
it discretion it is impracticable to enforce the laws against 
- - 
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their competitors." * By iiiftuing to a favored individual 
a paas good in Fenimyl viiniiw another good in Ohio, anotbef 
for Indiana^ another for Illinois, etc^, the Pennsylvania 
Railroad can give the beneficiary as fall fi^eedom of its 
linen aa any intemtatii paas could give. 

Pa»8 making wetit inerrily on all over tlie countr}\ with 
a coinijlaint now and then to let in the light, but no effec- 
tive crusade against the disease. The Boston m\d Maine, 
for example, issued passes in Maine, New Hampshire, Ver- 
mont, and Massm^hunetta, to imblic ollicera of the States 
and the United States, membera of legislatures, and rail- 
road commisBions, agents of ice companies, milk contrac- 
tors, newspaper men, etc.* The Commission recorded ita 
prutent and declared that the ** similar circumstances" of 
the Interstate Act do not relate to the social or oflicial 
position of the paasengor;^ but the pestilence is beyond the 
reach of the national boartl, and after eighteen years of 
Federal prohibition our railmad buniness is still honey 
combed with political and commercial passes, as we have 
already seen in tlio secftrifl chapter of this book. 

Ticket scalping, **an obvious evasion of the law/' and 
the payment of commissions on the sale of tickets in addi< 
taon to salaries, bo that the brokers were tempted to cut 
rates dividing their conimiHsionH with their customer8» 
continued in full bloom in spite of the Federal law. The 
commissions were $1 from New England points to Chi- 
cago; $1 from Chicago to the Missouri River; and $1 
fiom the river to Denver. In addition to such definite 
amounts some roads paid 10 percent on their receipts for 
the passage, making a total commission of S4 or $5 or more 
in some cases for the sale of a single ticket** '^ In cases of 

> R»port, 1HS9, p. 10. 

• 5 I. C. C. DmU. 69, I89K 

* Ihid, ; iM alfio A 1. C. t\ DertB, 153, 1892. Cam tgftiiiiit the Lontivilb 
And Noibvilk for grfttiUog pMses to momb«ri of the city cjaucU of New 
Orleaim. 

tf iMVQBtl^Um of tho CommtM\o^» \^%^. 
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CommtBsions of only $1 for short distances there may be 
liub or no inducement for the agent to divide with the 
pASseoger, but in cases of cumulative commissions for long 
distanees the temptation to divide is stronger, and the 
piobftbility of abuse is so great that the impropriety of 
{tutting the opportunity before the agent is manifest. It 
is not unusual for a single com^mny to pay a sum of 
#100,000 or even more in a year, and the aggregate en- 
t^ed reaches millions of dollars. This money is illegiti- 
nuitely spent; it is paid in excess of salaries to agents for 
Ibe purpose of taking business from competitors, and when 
ecMDpetitors all do it, it is diihcult to see how any benefit 
can accrue from it to any company." ^ 

In 1890 the Commission reported that scalpers were 
supported by the railroads. They found 15 scalping 
oflSoes in Chicago, 9 in Cincinnati, 13 in New Yojk, 7 in 
Kaasas City, etc. In 1895 they found that scalping ^' was 
iteadily enlarging in scope and volume."** In 1897 the 
••rieious practice" was still in full swing, though New 
Vork^ New Jersey, and eight other States had passed strin- 
gent laws against iV But it has now been largely reduced, 
dioogh by no means abolished, and the diminution has 
ocmie* not because the hiw acquired sufficient vigor to get 
itielf enforced, but because the railroad presidents combined 
to stop the practice, which was recognized to be injurious 
to railroad interests.^ 

In respect to other forms of discrimination between pas- 
•Cdkgeis the Commission ordered that rates for groups or 
piities must not be lower than the regular fare for one 
pHKDger multiplied by the number of persons in the 
piityt* and that although separate cars might be pro\dded 

• Bepoft, Interstate Commerce Commiasion, 1889, p, U. 

• PtRW lOa^lOT, L C. C. Rep. 1895, 
^ £«pon, 1897, p. 6L 
^ 5«e p. SO mbove. 

• lti»rd P. Georgia R. R,, 1 I. C, C T)ed», 428. and S I. C. C. Decis. 111. 
the Vnlte^i Sutes Sapreme Coviit decided againBt the Commiafiioii 
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for colored penoiiAp tbey mast have equal accommodatione 
wifh while {leople who pay the game fare.*** 

Tumiog to freight diacriminations, we find that a be* 
wiidering masa of qaestianB and cumplainte has picsaed 
upon the Commjamon. It has shown an earnest desire for 
jiiHtlcef and for the most part good judgment^ but it has 
accomplished comparatively little in the way of stopping 
unjust discriminations. Witnesses refused to testify, on 
the ground that testimony in resfject to rebates and other 
forms of discrimination might be used to convict them of 
crime. 

In the Counselman case (142 U. S, 547), Jan., 1892, the 
U. S, Supreme Court decided that a witness could not be 
compelled to testify in regard to discrimination in which 
be was involved, since the Federal law made it a criminal 
offence to make or benelit by discrimination. Unless the 
law exempts the witness from prosecution in consequence 
of his answers or in relation to the subject of them, be is 
not obliged to answer a question when the answer might 
tend to incriminate hbn.^^ Refusal to answer on such a plea 
is of course equivalent to confession of guilt. In this case 
Counselman, a large grain shipper, had been given rates on 
com some 5 cents less per hundred tlian tlie rates paid bj 
othei*s from Kanst\s and Nebraska points to Chicago, over 
tlie Hock Island, Burlington, and other milroads. Five 
cents a hundred is an enormous profit on com which the 
farmer had sold at 18 to 22 cents per hundred, and such a 
margin would enable the favored slnpper to drive every one 
else out of the trade ; and on many western roads it has been 
practically the case that only the railway officials and their 

€m tltiA point Ma/ I, 1S92 (U5 U. S. 263). nod the B. & 0. tickeu for pirtiei 
of 10 or more at i leu th&n the re^^Ur ratei weie austained. 

*o 8 I, C. C, Decin. 649. nnd 3 I. C. C. D©d«. 465. 

u Tbiii rule of cxcrnptioo worki grtaX injustice aader prcMBt condittooi. 

It WM built into tht^ <!ommoii law wKea people were ntni^gliog vgalnst op- 

pnmon in hi^h pheee. But the conditidDii which made it ujefol have bag 

#/oc# p§a»mt Awn/, and it b qow lAmpVy t^ miXbkVsfUft «^3U(^\Njia^«^\l q! viatica. 
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lecret partners can do business. Counselman refused to 
tell a United States grand jury whether or no he had had 
my rebates from the railroads in 1890. He said he had 
iQoeived none from Stick uey's road, nor from the Santa Fe, 
hattl had no btisiness with the latter, he thought, but as to 
the Rock Island, C. B. & Q,, etc., he declined to answer on 
plea that to do so might incriminate him. 
Some railroad officials testified freely, but neglected to 
U the truth.^ Discriminations as a rule were secret* 
Even when it was clearly known that favoritism was being 
shown, shippers w^ere generally afmid to complain, and in 
the small percent of cases where complaint and investiga- 
tion took place it seemed impossible to get at the truth in 
any large way, because the railroad men for the most part 
would not "cough up" the facts. Still, something was 
done by the Intei-state Commission, the courts, and the 
Industrial Commission. Some progress was made and some 
light secured. The jets of flame that here and there came 
op through the cracks from the un{ler-world showed very 
clearly what was going on beneath the surface of railway 
^hiis. 



JHrect Bebatei, 



Direct rebates on interstate traffic appear to have been 
checked for a few months after the passage of the Com- 
ueroe Act, but the railroads admitted that they still gave 
lebfttes on traflSc within a State ^ just as they continued to 



n 



^Hi> Swiifte 
^Hptioii of 1 



Committee^ 1905, iv, pp. 2900-2901. Speakiog of ao itiveB- 
of rettate« on t)oiir from Miiineapolif and Dnlatb, the CommiMion 
1, S» Beport for l»98) : ** AU th© railwaj witnesses denied knowledge of 
vj fiolatioti of the statute, and most of the accouotin;; officers toAtified to the 
«Aaei thAt H r«bate« had been paid they would necessarilj know about it and 
Ibit Chaif acconnts did not show anj ench payments. It was nevertheless 
Mjr efkabtiahed hj the investigation that secret rata concessions had been 
fnmHj granted on this trafBc and that the carrier had allowed larger rebates 
to tone of the floor shippers than to othen/' 
» 1 a a Bep. 1899, p, 75. 
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give passes, making them good within one State, insisting 
in respect to both rebates and passes that they had a right 
to give them because the law did not reach State traffic. 
Nevertheless, as the Commission remarked, such rebates 
inevifc:ibly affect the rates upon interstate traffic, and a com- 
peting road whose traffic is taken a little further, crossing 
the state hne, may be compelled to give rebates or sun^ender 
impoitant business. 

As a matter of fact, discriminating mtes and rebates on 
interstate as well as State business were soon as much in 
fashion as ever.^* 

In one small town in the Middle West judgments for 
nearly $40,000 were recovered against a milroad for illegal 
discriminations in that one town. In some cases the dis- 
criminations amount to $40 a car. These cases were all 
subsequent to the Interstate Act* 

Some yeai-s ago the Chief Justice of Kansas declared that 
the Santa Fe management preceding the present one was 
notorious for giving secret rebates. The president of the 
road was asked to resign because the railroad funds were 
some millions short, due, it is said, to the secret rebates 
the company had paid. An expert went over the books 
and discovered that some $7,000,000 had been paid in 
rebates by the Santa Fe in a few years. 

Shippers who would not or could not get rebates or con- 
cessions were in danger of serious loss and perhaps ruin. 
Mr. H. F. Douseman, for many yeais a grain shipper in 
Chicago, and chairman of the board of trade of that city, 
had to go out of business because he would not tiike the 

J* See L C. C. Repw 18S9, pp. 15, 16, 126. 130. 132, 237. 239, ^0-242; 

DectaionA, vol. 3, 1689, p. S9, 25% rebates on coal to certain poiuU; p. 137. 
low ratcfi on goodn marked for export (10 ceotB on one hundred lb«. dia* 
coaut) ; p. 652, unlawful diacoontof 50% on erai|;rants' movablea ; Rep. 1890, 
pp. 111, 190, 192, coal ratea; 183. discount for quantity ; 189, ejtport; lOl, 192. 
bogs and hog ratet^; 1S4, atock yarda; 99, 100, 185-187, oil ; 112, 192, wheal 
and flour; 1 87, 190, private cars ; 188, special tariffs ; aod other unjuat diacrimt- 
natimia relating to localities, privDegea. etc.. and not directlj in point under 
ihe If0ad we mre deaims witb. 
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lebates he might have had. Before 1887 he took rebates 
of 10 or 15 percent (2 or 3 cents on the cwt),b]it aft^r that 
he refused them. "Virtue is its own reward," and Mr. 
I>ouseman got hia pay in that form. " I feel that 1 have 
been driven out of business because I would not accept a 
rebate,'* he told the Industrial Comiiiissiou, " I have never 
token a rebate since the Interstiite Law went into effect 
I did not propose to put myself in tlie shape of a criminal.'* ^^ 

It may be a niiitter of suiprlse to many that even one 
man of this kind could be found in Chicago. If such vir- 
tue were prevalent the enforcement of law would be easy. 
Mr* Douse man says that for 6 montlis after the Interstate 
Latr was passed no rebates were paid ; eveiybody was on 
an equality* " After tlie first six months, rebates began 
to be given. At the end of the lirst year they were quite 
frequent^ and tliey have continued ever since. Prior to 
1887 the only time when rates were absolutely solid, w^hea 
ever}' one was on the same basis, was when the Vanderbilts 
were tr}ing to bankrupt the West Shore road, and rates 
were down to 12 cents in New York. Everybody then, 
as I understand, had the same rates/' 

The condition of things in 1890 is shown by the reported 
statement of a Chicago railroad manager quoted by tlie 
Commission. " The situation in the We.st is so bad tliat it 
coiild hardly be worse. Rates are absolutely demoralized, 
and neither shippers, passengers, railways, nor the public In 
general make anything by this state of affaim. Take {kis- 
aenger rates for instance ; they are very low ; but who 
benefits by the reduction ? No one but the scalpers, . . • 
In freight matters the case is just the same. Certain 
shippers are allowed lieavy rebates, while others are made 
to pay full mtes. . , . The management is dishonest on all 
sides^ and there is not a road in the eouutiy that can be 
accused of living up to the Intei-state Law, Of course 
when some poor devil comes along and wants a pass to 
1* Twtiinony, U, S. Ind. Com. iv, p. 3M. 




save him from stan^ation, he has several clauses of the 
Interstate Act read to him ; but when a rich shipper wants 
a pass, why, he gets it at once/'^* 

Complaints and investigations from time to time in sub- 
sequent years showed the continuance of tliese conditions. 
For one concern a large number of cars of com were carried 
from Kansas City to St. Louis at 6 cents per hundred Iba, 
while the tariff was 15 cents.^^ In the traffic to Chicago 
one firm shipped all the grain over one road, and another 
firm " liad the rate '* on another line. It was clear that 
these shippers had advantages tliat enabled them to keep 
other shippera out of the field.*® 

A wholesale grocery house getting 25 percent rebate 
on its shipments established bmnches in various cities. 
Through a disagreement with one of the railroads that 
thought it was not getting its slrnre of the business, the 
rebate enjoyed by one of the branches was withdrawn, 
and the branch in that city went out of business. A 
leading dry*goods firm declared that so long as it secured 
a rebate of 25 percent it had no objection to existing 
methods of rate- making.^® 

The International Coal Company declared, in a suit 
against tlie Pennsylvania Railroad for damages, that it 
was driven out of business by discriminatioD, its rival 
receiving rebates of 20 cents per ton in 1898-9 and 10 
cents per ton in 1899-1900, 

The railroads show a disposition to back each other in 
disregarding the law, Mr, McCabe, traffic manager for 
the Pennsylvania lines west of Pittsburg, said the Penn- 
sylvania system would stand by any rate made by its 
connecting lines.^ 

» L C. C. Rep, 1890, p. 25. 
1^ L C. C. R«p. 1896, p, 78. 
» Fhid,, p 82. 

'* Indojitrial Ccmmimon, 1900, iv, p. 443. 

* r C. C, Dreiiwd'incat Hearing, D»cemh<»r, 1901, p. 94; Chicago i 
Altofi manager to vame effect for his road, p. 1 36. 




KuMEROUS substitutes for the direct rebate were used. In 

cases JIO a car was paid on shipraents of flour from 

'Ihe Northweat under pretence of paying for the cost of 

loading the car above the minimura weight,' Railroads 

pud 50 ceuta for the loading of each private stock e^r, and 

I of a cent for every mile the car was hauled, loaded or 

empty. Yardage was also paid to the car-line for keeping 

tke eattle in its charge in ita own yards, at the rate of 

SJ eeats per hundred lbs. for all cattle hauled to its yards, 

[■The amount of these rebates " said the Commission, *'raor6 

nbm pays the entire cost of the improved stock cars within 

SjrearSf besides covering operating expenses/** 

Twesty-eix railroad companies operating in the territory 
[extending in different directions from Chicago, and engaged 
[in the business in which discriminations by allowances of 
^car-mileage were supposed to exist, were summoned to make 
^ing of the allowances paid by each of them for car- 
for the different classes of cars furnished by ship- 
pers, car companies, and individuals, or connecting lines. 
A single railroad company paid car-raileage to 65 different 
eompanies or firms owning cars, of which number 54 were 



I 
I 



^IC.C, Rep. l89S,p. 6. 

* 1 1 C C. Decis, 1881, p. 630, For example, on ooe Mdo between Chicago 
m4 Nfir York, " 300 stock care more than paid for thetneelvetf and all repAirs, 
ttc^iii 9 j«arN sad thereafter earned for the owners npwards of $100,000 s 
JMIOB 09 tavatcmoxit." See Reporfc Iowa Railroad CommlAaion, 1891, p. aa 





I 
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shippers and the rest fast freights. The Commission found 
that the mileage paid on private cars yielded a pi'ofit in 
many cases of 25 percent, 60 percent, and even more. 

" The nites allowed for car-mileage were shown to be as 
follows : Ftir ordinary freight cars, a uniform rate of | of a 
cent a mile; for Pullman palace cars, 3 cents a mile; for 
Pullman tourist sleepers, 1 cent a mile; for ordinary pas- 
senger cars exchanged with other companies, S cents a mile ; 
for baggage, mail, and express cars exchanged with other 
compames, li cents a mile by some roads, and 3 cents a mile 
by othei*8 ; for refrigerator cara used for carrying dressad 
beef, 1 cent a mile in some cases, and in otlier cases } of a 
cent a mile ; for f ornitum ears, oil-tank cars, palace live- 
Btook cars, and other cars owned by private individuals and 
companies, i of a cent a mile. Some companies pay mile- 
age on tank cars botli loaded and empty, and some only 
when loaded. For palace horae-cars no mileage is allowed 
on some roads, shippers in such cars paying for tlie car. 

*' Tlie cost of the investment in cars, and the amount of 
mileage allowed for their use, show that the investment is 
very profitable. Refrigerator cars cost from $900 to tlOOO ; 
private cattle-cars cost about $650; oil-tank cars about 
S^nO; cars uscvd for the tninsportation of live hogs about 
$500 ; ordinary freight cars from $450 to $500. Uepaij's 
on the cars are made by tlie railroad company in whose use 
they are when rej>airs are required. Tiie life of a box car 
averages 15 yeare, and of a refrigerator car 8 years/'* 

'* Private cars,** owned by the railroads but chartered for 
private use, were the suhjet^t of discrimi nation of another 
kind. For example, a commercial salesman travelled with 
his assistant over the Nortliern Pacific in a private car 
stocked with samples. For the first trip he paid 15 round- 
trip fares between St. Paul and Portland, but for subse* 
({uent trips the road charged 15 local fares from point to 
noint where stoppages were mjide. As theatrical and oUier 
• L C. C, R^. l«Stt, vp. 15-16, 
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paitieB in private cars were usually carried for 15 round 
trip bures it was alleged to be unfair to charge the drummer 
local rates.* 

Terminal charges for delivery at certain places were 
made a means of discrimination.* Free cartage for some 
shippers and not for others,® or for one town and not for 
another* gave a decided advantage to the favored shippers. 

To get the business of B., a Pittsburg dealer in beer, the 
B* A O., with the approval of Wight, one of its general offi- 
cers, giive B, 8^ cents per liundixjd for hauliiig his own 
beer from tlie stiition, while K., another beer deader there, 
received no such concession, but paid the same fi^ight rates j 
tad hauled his beer at his own expense, Wight was in- 
dieted and convicted before the district court for violation 
of Section 2 of the Interstate Act, and the United States 
Supreme Court sustained the decision in 167 U, S. 512, 
May, 18S)7, holding that the cartage allowance in one case 
and not in the other was a discrimination under the 2d 
lection of the Commerce Act. 

In Grand Rapids, Michigan, free cartage had been in 
vogue for 25 years, but in Ionia, nearby, no free cartage i 
was afforded by the raikoads, although tlie station was 
oearer the centre or main delivery area of the city than in 
Grand Rapids. This had the effect of a discrimination 
sgainst the merchants of Ionia amounting to about 2 cents 
per hundred IbsJ 

* 9 L C. C DecLB. 1, 1901 Hep., p. 36. At the eircumstances were fub«tiio- 
tkUy different in the two cases, the Commiaaian said the local charge to the 
dnuomer was ** ncA neceasarilj tmja«t." 

* An additional charge bj the Santa Pe of $2 a car on cattle connipied to t 
Ihs r&iaa Stock Yard.-* at Chicago, where the Santa Fe had for Tcai* delivtred \ 
ctfUo. WIS held onlawfal hr the ComniiaAton, and its judj^eat wan suj^taiued 
b^the Uaited States Circuit Coart, bat orerroled by the Conrt ol iippeals. 
IC. C. Rfip. 1896, p. 45. 

* Free cartas for a distant shipper and not for a nearer one is eqtiiv«lon( 
to i rebate for the former. Hegd MiUing Corapanj v. St. Louis, etc., Rftil- 
wsit 5 L C. C. Decis. 1891, p. 57. 

^ The fiilwaj charged the same rates from the East to Grand Rapids as to 
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In June, 1889, the Commission asked most of the leading 
rojids, 585 in number, for information about free cartage 
delivery. From the answers it appears *'that 65 milmada 
allowed free cartage delivery or equalising cartage allow- 
ances, and 389 railroads do neither; 200 companies only 
switch cars over to mills and manufacturera. No company 
furnishes free cartage delivery at all stations, but as a rule, 
only at a few stations. The estimated cost of free cartage 
delivery will average about 2J cents per hundretl pounds. 
Where an allowance is made for switching or for equalizing 
distanoes from shippers, the average cost is about 82 per 
car or 82,50/' 8 

Denial of the stoppage-in-transit privilege at one locality 
while allowing it to others is unlawful.® Differences in the 
time allowed for unloading raay amount to a substantial 
preference. At Philadelphia 96 hours was allowed for un- 
loading, against 72 hours at interior points, for coal, coke, 
or iron, and 48 hours for other goods. With demurrage 
charges of 81 for each day's delay in unloading beyond tlie 
allotted time, the difference between 48 and 96 hours would 
mean $2 a car.^^ 

Free storage is another method of favoritism, sometimes 

loniA, lU though the former wu 3.1 mi lea A longer diitanoe point on the sAoii 
Vine of rond, uid in addition gave free cartiige to Grmtid Riiptdi compuiiea. 
Conifitaiiit wsAinade in September. I8S8; April 26, IS90, the CommiMioD held 
tbe free eartmge to be in effect a rehate, and ordered the railroad to desist from 
giving free cartage in Grand napida. (3 L C. C. Decia. 60; I. C. C. Rep» 
1896, pp. 37-39 ; 1897. pp. 94-95.} The Cirenit Court upheld the order October, 
189S (57 Fed. Rep, 1002), but tbo Circuit Court of Appeals OTerraled the de- 
dtion April, 1896 (74 Fed. Rep* 803), and the United Statee Supreme Court 
tii^tiiineil thfi Court of Appeals, (167 U. S. BS3, Maj, 1897.) The Commis- 
•iou madf^ the mintake of resting the case on the 4th or long ban] section 
instead of the 3d or 3d sectioua relatisg to undue preference, and the railwaj 
should hdve be«n allowed the option of rorooriug the discn mi nation bj giTing 
irwt cartn^e in Ionia or making a lower rate there. The order to discontinue 
free cartAge tn Gmnd Rapids was arbitrary and uoneoesearj. 

• h C. C. Rep. rK«9. pp. 18-19. 

* Comtriercial Club n. Rock IsUnd, 6 I. C, C Decis. t89G, p, 647. 

^ Penns^^lrania MiUera Association v. Reading R. R., 8 L C. C. IMn 
1900, p. S31. 
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Bteraatically and extensively, as described by the 
Bsion. *^ A shipper seuds ii ctuload of freight to a 
flpecifie destination consigned to his order by arrangement 
witii the carrier. The freight is kept in the car or freight 
bouse or some %varehouse which the carrier controls, and on 
orders of the shipper or his agent issued from time to time 
the freight is delivered in small lots to designated pei^ons. 
These persons are the actual consignees, and the shipper is 
enabled by Uiis means to avoid paying the higher less-than- 
carload rate and to reap other advantages through this privi- 
lage of storage. Such special facilities as storage, handling, 
c&rtage, distribution, and reshipment of less quantities, eitlier 
without charge or at extremely low compensation for the 
character of the service, amounted substantially to provid- 
ing a shipper witli branch business houses," " 

Overbilling and underbilling have been found to be very 
convenient substitutes for the i*ebate. A bill of lading may 
acknowledge the receipt of 70 barrels of flour ; 65 only are 
shipped, and the railway pays damages for the loss of tlie 
5 non-existent bari'els. On the other hand niilroads have 
been known to suggest to millers that they ship flour on 
the generous plan of shipping 200 barrels and billing 125.** 
gome shippers have been allowed to ship only 4 boxes of 
Maacbes to the hundred lbs,, while others were pennitted to 
^iihip 6 boxes to the hundi-ed lbs, "That is the billing. 
Sometimes peaches are billed 4 boxes to the Imndi^ed lbs. to 
one point, and 6 boxes to the hundred lbs. to a point 350 
milieB farther on," ^ At another time the cashier of an 
important firm is made a nominal agent for tlie railway 
company, and under the name of commission to him an 
enormous rebate is allowed for all the business his em- 



» Lac Rep-, 1898. pp. 46-47 ; 7 I C. C. Dccis, 1898, p. 556 : Dlinois Cen- 
ml* ehargiitg sooie sbippen for storage while others &re not charged for it, 
ukwfol. 

*i Industrtiil ConunlsBion, h\ 54 L 

» IHd., 543, 
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ployers send over the line* Or again, the railway company 
purchases from a favored trader its supplies of the goods in 
which he deals, at a fancy price. 

The "expense bill system'' has proved to be an instru- 
ment of preference and fraud. On presentation of an 
"expense bill'' showing payment for shipments into Kan- 
sas City the railroads would allow reshipment of an equal 
weight from Kansas City to Chicago at the balance of the 
through rate from the point of origin to Chicago,'* This 
gave grain from the West an advantage over grain grown 
near Kansas City* When the rate from Kansas City to 
Chicago was 20 cents on wheat and 17 cents on com the 
gniin carried on the balance of the through rate under the 
expense bill system was carried 8 to 10 cents less than grain 
grown in Missouri and lowa.^^ 

Not satrnfied with the discounts obtained on actual ex- 
pense bills, shippei-s altered bills and forged new ones to 
enlarge their traflic at the cut rates. In this way " expense 
hills showing a high balance were constantly substituted 
for those showing a low balance." ^^ 

Rebate equivalents were given in the form of elevator 
rebates and allowances. Elevatore owned or controlled by 
railroad com[mnies wei-e leased at nominal charges to favored 
shippers, or secret commissions were paid to favored parties 
for all grain consigned to si>ecified elevators. One railroad 
for example paid a concern, holding a line of elevators on 
the railroiid, IJ cents per 100 on all grain consigned to 
tliose elevators. ^^ 



J* lorcstigatioa of ©xpenuo Idll fmiids rin griLlD shipments from Mi»ottri 
River pf^inri to Chicago and other destiuatiotis. 1. C, C* Rep. 1896, p. 75» 
on Santa Fe caso* 7 L C, C* D«ci». 1897, p. 340, expense bill ajfltetn held 
iUegal. 

" L C. C. Rep. 1896, p. 79. 

W Ibfd., p. 77. 

1' /6tV/., p. 80. The CommisBiMn has not felt able to declare aneh ao 
allowance unlawfxil (10 L C. C. I>cris. 1904, p. 309)^ but it doems dear tliAl 
labetaatial preferences ma/ be giveu in this way. 
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In this es\sf* the consignment was 150 cars a day from 
Noyember to Muy, averaging 32,000 to 34,000 lbs. a car. 
sininiBsions therefore amounted to ?4 a ear, $G0O a 

r, SI 20,000 a year. 

Ilie United Stiites Industrial Commission says, under the 
Itead of "Freight discriminations and allowances to eleva- 
ton*:'^ "On each of tlie leading railways from gmin-pro- 
docing sections to Chicago, allowances, ranging from 
one^half to IJ cents per bushel^ are maile on grain to 
one or two favoi-ed firms. . • • The favored elevators are 
tbuB enabletl to pay liigher prices for gmin. Tlie average 
profit in handling grain is less than 1] cents per bushel^ 
and smaller buyei-s can tlms eajsily be driven out of busi- 
ness. , , • The small shipper Ijeing driven out of business, 
the large dealer is then in a position to depress the price of 
grain toHIie producer," ^^ 

The raih-oads deny equal rights in the buikling of eleva- 
tons* A railroad which had granted the right for two el^ 
Tators at Elmwood on the company *s right of way refused 
to give H. & Co. the same privilege. The Stat^ Board of 
Transportation ordered the railrotid to discontinue the dis- 
crimination agiiinst H. *& Co., and give them the same priv- 
ileges as others. But the United States Supreme Court 
held that tlie road could not be forced to grant its property 
for private use.^"* 

One method of discriraination I learned of in the West a 
few years ago is not adequately described in any report.^ 

The head of a road running into Chicago from Missouri 
River points formed a gmin comijany to buy gmin in 
Kansas City and sell it in Chicago. The railway guaran- 
teed tlia grain company against loss. When wheat was 50 
cents in Kansas City and 60 cents in Chicago, the grain 

*• Report. U. S. Imlastriiil CommiMioti,, 19O0, ir, p. 79. 

W L C. C. Uep. 1896, pp. 46-48. 

•* Th«r« U ft BUteim^nt concemiuf? it in the I. C. C. Kep* lfi9€, p. 81, but 
Jt doM not bridg out the fjicts at the core of the matter a« auted to me by 
Um raUwaj meo. 
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company paid 51 centa in Kansaa City to get the grain. 
The milroad cliarged the regular 10 cent tariff. The 
grain was sold at 60, The railroad paid back 1 cent on 
the guarantee and still made 9 cents. And the railroad- 
grain-company-combine was able to drive other buyers out 
of the market and other railroads out of the traffic. The 
Sante Fe, for example, carried 23 percent of the grain 
going into Kansas City, but only hauled 3 percent out to 
Chicago. 

Railroads sometimes seek to evade the law by contract- 
ing to deliver goods at a certain price including the freight 
and the payment for tlie goods in one lump sum, so tliat 
the freight charge is merged and cannot be ascertained. 
Nine years ago, in 1896, the Chesapeake and Ohio Railroad 
contracted with the New York, New Haven and Hartford 
to deliver 2,000,000 tons of coal at New H:iveD at S2.76 a 
ton. The pubUslied freight rate at that time was fl.16 
and the price of the coal at the mines $2 a ton. The In- 
terstate Commerce Commission held that this was a dis- 
crimination by the Chesapeake and Ohio Railroad against 
every independent mine owner in its territory, and that the 
railroad had no riglit to contract to sell coal at any price. 
The Federal Court sustained this view, and it is stated that 
the Department of Justice will ask the Supreme Court for 
a blanket bijunction against the two i-ailroads, restraining 
them from carrying freight at less than the published rates. 
It is said that J. Pierpont Morgan guaranteed that the 
Chesapeake and Ohio would perform the contract. 

Action again$t an individual or company is quite as 
effective a form of discrimination as action in favor of a 
rival* Shippers at a certain place on tlie Chicago and 
Northwestern were handicapped by refusal of through 
rates on asbestos, compelling them to pay higher rates than 
their competitors.^ A Southern railroad charged the Bigby 
Packet Company a much higher rate on cotton from Mobile 

U e I C. C. Dedi. 1698, p. 31 G. 






^ 
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to New Orleans than the established rate on local ship- 
ments of cotton, in order to discourage shipments by way 
of the Packet Company from the point of origin in Ala- 
bamai and compel the cotton to travel all the way by 
niL» 



• L C. C. Rep. 1894, p. 9. 



CHAPTER X. 



DENIAL OP FAIR FACILITIES, 



Thic refusal to funii^ih cars in fair proportion is a familiar 
form of discrimination all through this period, usually in 
combination with other forms of preference. In Kansaa, 
on tho line of the St. Louis and San Fiuncisco Railway, 
wore two coal companies whose plants were of about equal 
capacity, and several individual shippers. The railway and 
its officials became interested in one of the coal companies^ 
and by rebate and other process it was given rates whicJi 
averaged only forty percent of tlie mtvs charged other 
shippers. TJie result was that all the other shippers wero 
driven out of business* part of them being hopelessly ruined 
before giving up the struggle. In addition to rate diacrim- 
illation the railway practised gross favoritism in the dia- 
tribe tion of cars. For example, during one period of 564 
days, as was proven in court, the roiul dehvered to the 
Pittsburg Coal Company 2,371 empty cars to be loaded 
with coal, although such company had sale for, and capac* 
ity to produce and load, during the same period, more than 
15,000 cars. During the same time this railway company 
delivered to the Rogei-s Coal Company, in which the rail- 
way company and C. W. Rogem, its vice-president and 
general man^^er, were interested, no less than 15,488 coal 
cars, while 466 were delivered to individual shippers. In 
other woids, the coal company owned in large part by the 
railway and its officials, was given 82 percent of all the 
facilities to get coal to market, although the other shippers 



J 
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had much greater combined capacity than the Rogers Coal 
Company. 

Ihirmg the last four months of the period named, and 
when the Pittsburg Coal Company had the plant, force, 
and capacity to load thirty cars per day, they received an 
average of one and one-fourth cars per daj', resulting as 
was intended, in the utter ruin of a prosperous businesa 
and the involimtary sale of the property, wMle the railway 
coal company, the railway officials, and the accommodating 
friends who operated the Rogers Coal Company^ made vast 
sums of money ; and when all other sliippers had thus been 
driven off the line the price of coal was advanced to the 
consumer. 

Another railway interested in a coal mine furnished cars 
in abundance to that mine and to others that would sell 
their product to the mining company in which the railway 
was interested, but systematically failed to furnish cars to 
otlier operators.^ One operator, after being forced for years 
in this way to sell bis product to the railway mining com- 
pany at a very low price, was obliged to build a railway of 
his own in order to reach other lines of railroad and so 
have a fighting chance for cars. 

In Arkansas a coal mine owned by the Gould interests 
was able to sliip its product to market at very low rates, 
whUe the owners of an adjoining mine were forced to haul 
their coal to the same market in wagons because the rates 
charged them from the coal railway were so high as to 
absorb the whole value of the coal at destination. 

A big capitalist in the West got hold of great oil fields 
on the Pacific slope, wonderful prospects, contracts to 
supply big cities, etc. Some one told him he had better 
see the railroads before he made his contracts. He thought 

^ n WAS held in tbe Nichols case (66 P. A. C. H«p. 768) that where a 
■bipper orders cars to be delivered at a certnin date, the compaDj's action in 
illljiie RibaeqneDt orders before coiDpljiDg with the first ia anlawfiil. (Oregon 
;Liiie.) 
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the transportation question would be all right and went 
ahead. When he got his contracts made and wanted to 
ship the Oil, he asked for cars, and then he found the trans^ 
portation question wojs not all right. He could not get 
the cars. 

Sometimes a railroad has arbitrarily refused to haul 
goods to certain consignees- A case of this kind came 
before the Texas Railway Commission in the case of the 
Independent Compress v. Cliicago, Rock Island and Texa^i 
Railway Company. The Bowie Compress, located at the 
same stiition with the Independent, had some sort of pull 
which caused the railroad to refuse to haul cotton to that 
station unless consigned to the Bowie Compress. The 
railway also allowed compression charges out of the through 
mte on cotton shipped to the Bowie Compress, refused 
freight from points of origin, and reshipped the cotton 
from the Bowie press at through rates, wliile refusing such 
concessions to others,^ 

The refusal to deliver at a certain place may be as eflfect- 
ive sometimes as the refusal to deliver at all. When in 
1890 Mr. Nelson Moiris tried to establish competitive stock 
yards in Chicago to get rid of the graft of the Union Stock 
Yards owned largely by railway interests, the Vanderbilts 
being in the lead, his enterprise was loudly applauded by 
the stock raisers of the West ; but the milroads made short 
work of Morris. They simply refused to deliver to his 
yards the cars shipped there. They did not recognize any 
such place as the Morris yards and calmly hauled all cars 
to the old terminal. If Mr. Morris wanted them he must 
come and get them and pay switching cliarges. This 
ruined the ventnre. 

Big shippers may be given an undue advantage by 
excessive difiFerence between the rates on carloads and less- 
than-carloads.® On June 29, 1898, the Western railroada 



^ Keport, Texas Railway Commlsaioti, 1696^ p> IL 
* The Commission holdd that the difiterence mui 
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advanced their less-than-carload rates to the Pacific Coast 
to a minimum difference of 50 cents a cwt above the 
carload rate ; and " on a great manj' commodities the dif- 
ference is greater than the profit on the goods/' ^ The 
laterstate Commission regards a moderate reduction on 
carload shipments as fair, but will not sanction lower rates 
for cargo or trainload quantities than for carloads.^ 

dMt¥iictiT6 of competition between larfi^e &nd smnll dealeri. (5 I. C C. Deck. 
€88, following Thurber r. New York CeDtral, Dcilaware & LackawiuiDa, B, 
4 O, ; and 3 I. C. C. Deci». p. 473, March, 1890; Rop. 1890, p. 87. Many arti- 
cles of groceries were so clAasified as %o make the difference between carload 
imies and leN»-tban-c&rload rates unjiutlj great m violation of tbe principles 
of tbe Interstate Act, 

* Industrial CommiMton, ir, 207. 

» Faine t% Lebigb VaUejf R. a, 7 L C. C. Decis, 1897, p. JIB. 






CHAPTER XI. 

CLASSIFICATION AND COMMODITY BATES. 

CLABsnTiCATiON and commodity rates afford many ex- 
amples of discrimination in the period we are studying. 
We find furs and fur scraps classed as double first-class, 
while hats and fancy products, for which these commodities 
constitute raw material, were first class. ^ Celery was classed 
with peaches and grapes, instead of with cauliflower and 
asparagus, lettuce and peas.' The charge for beans and 
peas (70 cents) was almost double the charge on tomatoes 
(44 cents).^ Flour for export was carried at much lower 
rates than wheat. Before 1886 wheat was carried from 
Texas, Missouri, and Kansas at 15 cents per hundred lbs. 
less than flour, without regard to distance. From 1886 
to the end of this middle period the rates on wheat for 
export show a difference of 4 to 11 cents per hundred be- 
low the rates on flour. As the profit to American millers 
on flour for export is from 1 to 3 cents per hundred it is 
clear that such discrimination is prohibitive upon American 
millers in favor of English and other foreign millers. The 
public policy and good railway policy seem to require the 
same rate on export wheat and export flour.* Com was 
carried between Kansas points and Texas points for 7 cents 

1 9 I. C. C. Decis. 78 ; 1901 Rep. 38. 

2 5 I. C. C. Decis. 663. 

• 7 I. C. C. Decis. 43. 

* 8 I. C. C. Decis. 214, 1898. See also 4 I. C. C. Decis. 417, and 7 I. C. C. 
Decis. 481, Chicago, Milwankee & St. Paal case, held that a higher rate on 
wheat than on flour is unjust. 
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pex hundred leas than com meaU — astrooj 
against Kansas milleis.^ The Eastern milwajrs also i 
com at lower rates than com meal to Eastern mills, 
carried the meal, hominy, ground cora, etc., back to IndianaJ 
Ttusgave the railways more traffic, but it was a tremendooa 
wiste of industrial force and injured the Western mills, stnce 
a diBcrimination of 5 percent was sufficient to eat up three 
or four times the profit of any miller. 

The Southern Railway put soap in the sixth class with a 
rate of 49 cents a hundred, or 33 cents when shipped by 
laige manufacturers, while Pearline was put in the fourth 
cIass with a rate of 73 cents a hundied. Pearline and soap 
are competitors. There is no appreciable difference in the 
cost of transportation. But Pearline commands a higher 
price, so the railways charged more than douWe the rate 
they got for soap from the manufacturers. In another case 
brt)iight before the Commission in 1889, soap in carload lots 
was put in class V, while sugar, cerealine, cracked wheat, 
itareh, rice, coffee, pickles, etc., were in class VI. One, 
make of soap was put by many railroads in the second cl 
s^Kile other soaps of similar use and value were in the' 
fourth class.* 

Oae of the strangest anomalies of classification is tlie 
rating of patent medicines as first class, while ale and beer 
are third class. In a complaint on the latter score by a 
prominent manufacturer of patent medicines gainst the 
Sew York Central and other mili-oads, it was shown that 
the medicines were similar in bulk and instrinsic value to 
the liquors, and it is |Xksaible that the similarity went much 
fartlier than this. 

Blocks intended for wagon-hubs took one rate on the 
Lake Shore and Michigan Southern and boards for wagon 
boxes another rate. 



^ i L C. a DecisL 304. See also .1 1. C C D^cis. 400, asd 4 1. C. C. 417 
* 4 I C. C Deci*. isyi, p. 733 : N. Y. Central, P».. B. & 0., C- B. & Q., 
Witaah, SftiiU Fe, etc., — a whole page full of raHroads. 
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Railroad ties have been charged a higher rate than 
lamber. A high rate on railroad ties prevents their being 
shipped and depreciates their value at home» so that the 
diBcrimifiating company is able to buy them at a low price. 

The Union Pacific years ago made proliibitory rates on 
steel rails in order to hinder or prevent the construction of 
a road tliat promised to become a corapetitor of one of the 
Union Pacific's connecting lines. Prohibitory rates on 
rails, ties, etc** have often been maintiiined to otetruct the 
building of competing lines, and to render them more 
costly. 



CHAPTER XIL 
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Oil in Standard hands oondnQed to reoeiTe b^wonhh 
attention fix>m the railroads throiiglMMit tlie mkUIe pencKL 
The Combine waa pnaf erred bj aa ^^ onieaMoaUe mileage ** 
pajment of f of a cent a mile om its tank eaxs, loaded or 
empty,^ while others who attempted to ship in tank eant 
bad to pay mileage to the railroads for the letam of their 
empties ; by piacticaUy oompeUii^ indcpendenta lo ihip f 
barrels, and charging for the wogfat of the faanel ; and I 
makiDg an arbitrary aUowanee of 42 gaDooa for leakage 
tank shipments with no aUowanoe for waste in barrel^ 
shipments,* 

The Commission held it on just to allow for leakage 
tank shipments and not on barrel th^menta; that the* 
weight of the barrel most not be el^iged for if the weight 
of the tank is not, the same quantity of oil mnat hare the 
same mte no matter what the package might be^ nnlen the 
shippers were offered fadlitiea for dupment by tank aa well 
as barrels so that the option was theiES. The repreaenta- 
tiTe of the oil corafatnaticm was qoestioflied by the Intefatate 
Commerce CommisBioiiera, in relation to the : 

' Bice caws, No«, 5l-«0, ICC 0«cm. ISiT* CSw 191. 
^Bk»r,iLB.,4 LCCD«rM.iai;Siik'^^iat,ft&. RaOfPttiiC 
; fnr fcsiel fwrkigc* ia IMS, mnAmmemt tried j^ ISM i 
, Bonos & Mmk. fltti otfer PQB^ ifca C iM a i Mfwi miwn 
i>tq Uaydad «oi, wmi ilawiy i wtm mmmMi j—jgaei llw 
nmL A ifaukroi4ar MiBitai £nm<^H|Eii«Jwltelwnl 
NSsMdMFtaMflfaBttiiSepiMbtff ISMsailteosplW. LCC 
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** Are jou allowed mileage on tank cars ? *^ 

**No, Bir." 

«* Neither way?** 

•* Neither way/* 

Bat the railroad offieialB in this case refused to commit 
oil-perjury, Aiked what mileage they paid tlie Combine 
they replied : " Three-quarters of a csent a mile," 

When Rice asked what the railroads would charge him 
lor bringing back his empty cars if he shipped in tanks, h® 
^•as told he would have to pay 1| cents or more a mile. 
He found that if he tried to sell his oil in California itr 
would cost him 895 to get the empty tank car back, wliile 
the railroads paid the Standard for tJie privilege of hauling 
its empties back. Kice saw that from the South ho could 
get return loads of torpenUnet but the railroads absolutely 
refused to give him rates.® 

Besides all tliis the Standard was accorded the privilege 

■ of systematic underbiUing. According to the testimony 

Bi^oru the Commission in 1898 by the Boston & Albsiny 

^^nt in East Boston, the centre of the Standard Oil 

business in New England, the Combine's tank cara,^ 

I which usually weigh from 35,000 t<i 50,000 lbs., were 
ordinarily billed at 24,000 lbs. Out of 14 cars sent 
over another road from East Boston tt3 Newport, U. L,, 
at leiist half were billed and paid for on the basis o£ 
24,000 lljs, to the car, although their average weight waa 
shown to be 48,550 lbs. per car. It was claimed that 

I these underbillings were clerical errors. In considering 
the motives and reliability of such a ciaim we must not 
foi-get the curious habit hIkjwu by these clerical errors 
of piling up in gi*eat bunches in the Standard Oil busi- 
ness, and the still more curious fact that all the eiTora 
ore in favor of tlie Trust — none agmnst it. Long be- 
fore the Commission bid found that the railroads leading 
I from the oil fields were in the liabit of '^ blind bili-- 
» Tnwt InveatigatioD, Congrean, 1888» pp. 531-533, S4$~e47. J 




the Standard cars at 20,000 lbs., though the actual 
weight VThB frequently 30,000, 40,000, 44,000 or more,* 
Rice complained of this to the Commission in July, 
1887. Immediately all the old numbers on the 3000 
tank cars of the Oil Trust were painted out and new 
numbers painted on, so that the cars mentioned in tlie 
railioad accounts could no longer be identified with tlie 
can on the tracks.^ The Standard has some very oily 
fr»y8, and knows how to use a pot of paint and a brush 
as well as a rebate. 

The Standard desired to fix the rates on oil to New 
England* the South, and the West^ and as usual the rail- 
roads let it have its way. The residt was a practice of 
adding the Boston rate to the local rate on shipments of 
oil into New England, which puts the independent refiners 
at a great disadvantage. The rate on corn from Cleveland 
toBaston is 15 cents per hundred lbs., and to New Haven 
the same, but the rate on petroleum from Cleveland to 
BoBton is 24 cent«, and to New Haven it Is the Boston 
mte, 24 cents, plus the local rate* or a total of 36 cents 
fmm Cleveland to New Haven. Now the Standard Oil 

I has got large warehouses in East Boston, and they bring 
their oil by boat and store it there, and then they get the 
freight rates simply from Boston down to the Connecticut 
pointy whereas the Western refiner who has no storehouse 
has to pay first the Boston rate, and then this local rate 
also to the other point, even though the oil may go direct, 
^10 that the rates are practically prohibitive to the Western 
Hefinexs.^ 

To shut out thp oil fields and independent refineries of 
Colorado and Wyoming, the Standard resorted to terrific 
iscrimination in rates. The Chicago and Northwestern 
would bring a carload of cattle from Wyoming to 

• Tfetimony. Ilice awee* 1 I, C. C. Beds, 28, 

• See Trust InveBtigattnii, Congress. 188S, pp. 5^8-599. 

• Lloyd's '* Wealth agaiuit the Coid moo wealth/' yp, 437, 460-481. 
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Chicago for $105, but for a car of 75 barrels of oil the 
freight was lifted to 8848, The rates from the Western 
fields to Sail Francisco were also put very high, and the 
Staridttrd built great storehouses on the Pacific Coast, which 
it fills from the Eastern fields, the freight nites from the 
East being suddenly lowered when it wishes to refill the 
said storehouses, and put back again as soon as they are 
full. The people of CaUfomia are compelled to buy East- 
em oil for the profit of the Trust, instead of buying Colorado 
oil, because the freight on the latter is prohibitive. 

Aside from these sudden fainting spells of the oil tariff 
at convenient seasons for the Standard, the ordinary ar- 
rangements showed thoughtful care for its comfort. The 
regular rate on oil from the Colondo oil wells to the Pacific 
Coast was made 96 cents per hundred, while the rate from 
Chicago through Colorado is only 78J cents per hundredJ 

The Chicago pork-packei*s generally hiid things their 
own way in this period* but apparently not always. In 
1890 the Commission decided that the railroads were dis- 
criminating against the Chicago jmckers by lower rates 
from the Missouri River on hog products than on live 
hogs,* Even then, however, tliey were receiving rebates 
from the railroads which made questions 'of tariff rates 
compamtively insignifican t. 

In 1891 the Federal Grand Jury indicted Swift & Co., 
the Chicago packers, for having received i(«5,000 a month 
in rebates from one road alone, the Nickel Plate, Com- 
pared to the train loads of their cars passing east and west 
on other Unes, their traffic on the Nickel Plate was light. 

In his testimony to the Senate Committee this spring, 
Mr. Davis said : '' A few years ago one of the Chicago 
packers was a director on a Western railroad. He was a 
large receiver of live stock from Kansas City, upon which 
the freight rate was #64 per car. A rebate of $25 was 

T U. B. Indii»tri»l Commiisioii, iv, 43, 
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to the packer at the time of shipment, and it was the 
Wtom to file claims for the remaining i29» which were 
illowed on the grounds of some imaginary loss or damage 
to the stock in transit. The same party paid rebates 
imounting to from $80,000 to §50,000 a month for every 
month in the year. On putting down on a piece of paper 
the amount of $10,000, and after placing this under the 
ej-ea of a superior officer* he would leave and subse- 
quently look for that amount in currency by express, 
ind would then proceed to divide it among certain fa- 
rored shippers." ' • 
I A few years ago, in proceedings before Judge Grosscup 
^^l Chicago, it appeared that while the published rate on 
^Mcking-house products was 23^ cents, the fiivored packers 
were given a rate as low as 15 cents. 

Investigations by the Commission in December, 1901, and 
January, 1902, took the lid off of the dressed-meat business 
iod discovered a large congregation of secret rebates. The 
Penosylvania system was cutting the mte on packing-house 
products 5 to 7 cents below the published rate, making it 
25 cents and sometimes 22 cents, in place of 30 cents, from 
Chicago to New York. Rates from IndianapoliSp Cincinnati, 
and other points were also cut.^*^ 

The examination brought out the fact that President 
Cassatt and other officers above the traffic manager knew 
what he was doing and authorized or permitted the rate 
cutting.^* 

'^*COM>as8iONER CLE^rENTS, Who takes the responsi- 
bility for doing these things, for making these serious 
departures and cuts, in regard to the Pennsylvania Rail- 
road? Is it you? Do you do it without any authority 
from the officers of that road above you, or do you have 
&eir approval of it? 

* Senate Committee^ 1905, 3457. 

* Tertimony of McCabe, PcDosylvaoia traffic manager, I. C. C. Beet Hear- 
' , Dec. 1901, pp. lOi, 102, JD3, 

^/hd.pp. 101, JOZ 
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*' Me* McCabe, I am in charge of tlie freight traffic, 
ajid I do the best I can under the circumstances. 

^* Commissioner Clements. Do you act independent!}' 
of them, or do you have to have their approval ? 

** Mii. SIcCabb. I assume to do what I think is proper, 
being governed by the competitive conditions. 

*' Co>tMi8siONER Clements. Do you have reason to 
know that the officers above you in the management of 
that company's a£Fairs knew of it? 

•' Mr. McCabe, Not in detail. 

" Commissioner Cijcments. I do not mean the details. 
I CO old have answered that myself. But as to tlie general 
fact that the Pennsylvania Railroad was cutting the rate 
in tills serious way, was it known to the president of that 
company and other officers? 

** Mr. McCabe. I do not know. 

** Commissioner Clements, Have you ever had any 
conference with the officers above you in the management 
of that company's affairs in which you disclosed this con- 
dition of things ? 

** Mr, McCabe. I have said to Uiem from time to time 
that rate conditions wei"e so and so ; that rates were not 
being maintained, and that our competitors were cutting 
the rates. 

"Commissioner Clements. And that you must cut 
the rates ? Did they sanction it» or approve it, or tell you 
to stop it ? 

** Mr. McCabe. I think they left it to my discretion,^' 

The Big Four, a Vanderbilt line^ cut rates 6 cents below 
the 30 cent tariff from St. Louis. *^ 

Mr, Mitchell, traffic manager of the Michigan Central, 
says his road carried dressed meats at 40 centSi or 5 cents 
below the published rate. 



^ Mr, Co6t, traffic manager qI tlie Dig FouTi I. C. C. Beef He&rixig, Dee. 
1901, p. 105, 
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**CHAmMAK OF THE CoMADSSiON* Did you carry any 
coMiderable amount of dressed meats during 1901 that 
paid the tariff rate? 

**MlTCilELL. I think not 

"Chairman. Practically all of it went at some secret 
rate? 

** Mitchell. Yes, sir," 

This man thought his road paid the four Beef-Trust 
houses $200,000 or $240,000 a year in rebtites.^s 

Mr. Mitchell said rebates were paid indirectly by means 
of bonk drafts. The railroad makes a deposit in bank. 
The traffic manager checks against it, and the bank supplies 
drafts on New York or cashier's cliecks which are sent to 
the persons who are to receive rebates.** 

The railroads try to be good sometimes, make New Year's 
resolutions, and stop the rebates ; but some naughty boy 
breaks his vows in two or tliree weeks, and then the rest j 
follow suit. Here is the testimony of a Western traffic! 
manager on this point.^^ 

** COMMIBSIONER. What proportion of the traffic (in pro- 
irisions) have you carried at the tariff rate ? 

"Traffic Manager. It was a very small proportion 
of the total, and it was probably along about the furst of 
bu»t year. 

** Commissioner. You are accustomed to indulge in 
New Year's resolutions? 

" Manager* Yes, sir ; we all swear off on New Year's, 
md begin again. 

"Cdmivussioner. Is it a fact that from Jan. 1, 1901, 
there was a period when the tariff rate (on provisions) 
ms actually applied by all the roads? 

** Manager. Yes, sir ; I tldnk it was* 

" Commissioner. How long did it bst ? 

» I. C. a Beef HeariDg, Dec. 19€1, p* !U. 

" /6i<f., pp. 113, 119. 

« I a a BeefHeuing, Dec, 1901, pp. %\ «^. 
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^ MASAomt. I Utmk it laated probiiblj two weeks. 

^CocMiitioinnK. What led yoa, then, to cut your rate 
tlirough St. Louifi? 

^' M ANACfEH. Our agent in Kaniaa City discorered about 
Jaouary 20 that prorkiona were moving Uirough Chicago 
at \em than tariff mto/' 

The Comroiasion found that all the railroads made low 
fates for the Beef Trost, but they could not find any mil* 
road that led off in the buainesa of cutting raiett* Each 
one said it cut rates because it found Uih oiliti^ wei^ 
cutting. They were all followers**' 

Tlie Chairman of the CommiMion fnaid U> tliu \ ancierbllt 
tniOic man ; " I observed that you spoke of your road as 
following the others. 

**Mk* Coat. Yw*, sir. 

*^Thk Chairman. I have heard a similar statement 
from other gentlemen, llave you any idea who is the 
leader? 

** Mil. CoBT< No; I have not. I could not give you 
that information* 

''Thk Chaibmax. You have never beard of the 
leader ? 

** Mtt. Cost. No, sir. 

**Thb Chairman. They are all followers. 

** Mr, ('08T. That does really seem to be the case. 

Mr.Gmmmer, genunil tiaffie manager of the Lake Shore, 
testified in 1902 in respect to **provisioas," cut meats, lard, 
etc., from Cliicii^o to New York: *'The minimum weight 
on a car of provii*ions is 28,000 lbs. The rate is 25 cents, 
Tlrat is about the maximum rate obtained tliis last yei 
VJOlt and that means 170 a car. We payout of that 
the stockyardii $2.40 a car for switching, we pay $X5 car- 
mileage for a round trip of the car, and at New York we pay 
8 cents a hundred lighterage ; that i», $2.40 and 815, 917.40, 
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aDdS8.40 — $25.80 which we pay out of that rate as absolute 
irbitmries. That leaves the Lake Shore $16 or $17 net for 
haulmg that car to Buffalo, with the return car empty, and 
we have to give practically passenger service to that tmffic. 
I think it is unremunerative business, and I have always I 
Iftien the position that we do not want any provisions on 
the Lake Shore road at less than the full tariflf rate, what- 
ever that might be. The dressed-beef mimmuin will aver- I 
age 22,000 lbs. That car is subject to the same arbitrariea 
and mileage. The lighterage is 3 cents a hundred, which 
would be $6.60 instead of $8.40, and it is subject to tlie 
mne service eastbound and westbound as to movement; 
and there is not 1 percent of tliose cars loaded east with 
dressed beef that are loaded with any freight coining west," 
Ir spite of tlie unremunerative character of the business 
JLoiager Grammer says they cut the rate 5 cents a 
hundred.*^ 

Mr, Paul Morton, at the head of the tmffic department 
of the Santa Fe, testified in 1902^^ that his road carried 
dressed meats and packing-house products below the pub- 
lislied rates in violation of law, 

"Mk, Morton. We have carried the business from 
KaQsas City to Chicago for 5 cents less than the published 
tariff to CMcago and Chicago junction points, 
**Mk. Day, Domestic as well as export? 
"Mk. Morton. Both;* 

**The Santa Fe,'' he said, *^at the beginning of 1901 
jmned with the other roads in a geneml declaration of good 
faith and intention of an absolute maintenance of rates. 
We maintained the rate until about April 1.** The Santa 
Fe found that they were only cariying 2 percent of the 
packing-house business out of Kansas City, although they 

1^ I. C. C, Hearing In the dfeased-me&t casea^ Chicftgo, Jfto. 7, 1902^ 
p|». 152-154. 

i> Evidence in tho L C. C. Hearing in the dfefsed-nMat naea, Chicago^ ' 
Jaiu $. 1908^ pp. 145, 148, 149. 
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brought in 33J percent of all the live stock that entered 
the city. So **we told one of the largest shippers in Kansas 
City that if they would come and ship with us we would 
give them 5 cents reduction from tlie tariff, and in order 
to get them wo had to promise to do it for a year — I ttiink 
until the first of July of this year, 1902." 

Continuing^ the witness admitted the illegality of the 
transaction. 

"Mr. Morton, Yes, air; it is an illegal contract. It 
was illegal when we mivlo it, and we knew tliat. 

"Commissioner CLK>fENTs. Can you tell how much 
you paid out in a year? 

" Morton. On this business ? 

" Clements. Yes, sin Have you any idea whether it 
is §50,000 or *100,000 or $1 0,000 — anything definite? 
Of course it is a mcrts guess and you do not know — 

** Morton. Well, I think there was a great deal more 
tlian any sum you mention paid out. 

" Clements. By your comiiany ? 

" Morton. By all the companies, I think we paid out 
$50,000 a year or more. 

"Cle>IENT8. Who woidd have the direction of that? 
Who would SCO tliat it was paid? Who would direct it to 
be done ? ^H 

" Morton. I would. ^^ 

"Commissioner Phouty. How much does it cost your 
company on all its business in any one year to deviate from 
the published rates ? 

*' Morton. 1 should think between $500,000 and 
$1,000,000 a yoiirr 

By means of private cai-s, mileage pajmaents, rebates, and 
control of rates, the big pat-kers had advantages which 
enabled them to nun the smaller packers all over the i 
country* Tlie Lincoln, Neb., Packing Company, for ex- 
ample, was ** driven out of business," the manager says, 
**bjr freight discrimination, rebates, and the private 
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After doing a losing business for 5 or 6 years against these 
odds, the company closed down with a loss of 75 percent 
of the investment." And this is a fair sample of what has 
happened to many, many of the competitors of the Beef 
Trust. 




The low rates in favor of foreign goods and of domeetic 
goods iiiteiiLled for export anioutit t*> a serious discriminii- 
tioDt Paul Morton told tlie United States Industrial Com- 
mission that go<xl8 were carrieil from llainburg to Denver 
for less tlian the mtes from Chicago to Denver.^ Com- 
plaint was made many years ago that the Pennsylvania 
Railroad and other roads charged lower rates* even 50 per- 
cent lower, on goods shipped in from foreign countries 
than on domestic traffic of the same sort. Investigation 
revealed in some cases a far greater difference than 50 
percent. 

At one time the rate on tin plate from Liverpool via 
Phila<lelpliia and the Pennsylvania Railroad to Chicago 
was 24 cents a hundred, while the rate from Philadelplda 
over the same road was 28 cents. 

In the Texas and Pacific Case the recoixl showed that 
books* buttons, carpets, clothing, etc., were carried from 
England, via New Orleans to San Francisco for fl,07 a 
hundred, while tlie same articles of flomestic manufacture 
paid $2.88 on the same trains from New Orleami to Frisco. 
Boots and shoes, cashmere, confectionery, cutlery^ gloves, 
hat*s and caps, laces and linens, etc*, Umk the same blardiet 
rate of 5^1*07 from Liverpool and London to San Francisco, 
while similar American goods paid the railroads $3.70 a 
hundx*ed from New Orleans to California. In some cases 



Jlepurt, Indastrial Comm^aavQti, vo\. \\ , VV* ^"^ » ^^^' 





^^r IMPORTS AND EXPORTS 

B the wilroads received only J as much for the transportation 

H of foreign goods as for domestic goods. The Interstate 

CcMnmission held that " any difference in charge between 

I foreign and domestic traffic is unlawful," and ordered the 
discrimination to cease, but after long litigation the United 
i^tates Supreme Court decided that among the circum- 
stances and conditionB to be considei-ed in judging rates are 
the conditions of ocean traffic and water competition to 
interior ports in the United States, etc, so that a canier 
mgy be justified in making low rates to secure foreign 
|tre%hts which would otherwise go by competitive routes or 
not go at all. 2 The practical result appears to be that raU- 
loads may nullify the protective tariff and discriminate in 
favor of foreign shipments to any extent that is necessary 
to make them move, regtirdless of the question whether or 
DO they ought to move under such conditions. 
Foreign manufacturers cannot only ship their goods 
cross the country more cheaply than our manufacturei-8 
or at least such of them as pay schedule rates, but can 
^ get special rates on all mw materials they buy here 

* Import Rate Case. Texas and Pacific v, L C. C, 162 U. S. 197, March, 
%. The complaint waji brought in De<?emb€r. 1889, by the New York 
of Trade af:»atDst tbe Pennsylvania Hailroad and others. The New 
fork CeolrBl, B. & O., B. & U., lU. Central, Union Pacific, Southern 
rtfic, Northern Pacific, Texas & Pacific, etc., 33 rallroada in all, were joiDod 
defendanta. Tbe Commis^siun held (Jan.. 1891} that import tr^fHc in en- 
tlerl to no preference. 3 I. C. C. Decis. 417. <See al»o 4 L C. C. 447,) The 
cult Court snitained the Commigsion in Oct, 1892 (52 Fed. Rep. 187), 
the Coart of Apjieals in net., 1893 (.57 Fed. Rep. 948), but the Texsks & 
cific carried the case to the U. S. Supreme Court and the majority of the 
t, reversing the CommiftsioD and the Circuit Conrt, interpreted the Com- 
merce Act of CoDgresB in such a way u to render finb«4tantiully iiiopemtive the 
mam clau»e« relating to diBcrimtDation and the ionp haol, aud practically 
Bollily another Act of Con^esi »o far aa it impimw duties oa imports for the 
purpose of protecting home inddatriev. The Court accomplisbed this by 
focneting ita atteotion on the phraste relating to disi^iinilar coDditions, instead 
o( ftiming to enforce the act according to its clear pur]KMie and inteot. Chief 
Jlitioe Fuller and Juiitices Harlan and Brown di<«ented, holding that the Iq- 
lentate Art requires railways to make the fiame charge for tbe s^me gervice^ 
trk#tll»«r th0 goods auTied mre domestic or foreign. 
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and ship over our lines for export For example, a Chicago 
rniller pays 21 cents par one huiidi^ed IIjs. to get either 
wheat or flour to New York, while the Englinh miller can 
buy wheat in Chicago and tiike it to New York for 13 cents. 
In aome cases the rate on flour hiis been as much as 11 
cents muYG than tlie rate cm wheat. Since 2 or 3 cent^ a 
hundred lb**, in a good [jrofit, onv niillera cannot grind for 
export against the English niillei'H,*' Tho railroaiIt> turn 
down our millers and eHtihJiHh a protective tariflf for free 
trade EngLuid, pmlecting hvr juillors against competition* 
American shippi^rH tiko such advantage of the low ex[»ort 
rates as they can, but sunietimes these concessions are made 
to the shippeiTi in one city and not U) those of other cities; 
for example, the railroads carrying export flour from Minne- 
apolis at a discount refused similar concessions to shippers 
at intermediiite points.^ 



4 



* For mtaiy other fnciM along thci mime Vniem, nhoinritig rates on floDT 
tli« Wtwt io Biiltimons, I'fitliulcljjhiei, Now York, BohIoo, etc., 6 to S cei 
Itigher tliAii thit ratBn tm wlioat, iiiid rrarrh h>WGr rateA un the lAtnc prodi 
for export than for <loindRtic unv, nc<^ linliutriiil f'omiiilHwion* 1900, \\\ 70. 

Tlift Ititr^rmtiiUi Ci»iumL'!n'ii CoTiimtMitiij in Ibl[t9 fuiiiiil the export ratcn on 
corn nnd wh^iu much lower tluin the domestic rates. L C. C. Bep., 1899, 
pp, SO-lftt. 31. 

« 6 t C. C. Decis. 314 n* 
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LOCALITY DISCRnilNATIONS, 



DisCBlMINATroKS between localities, though less pro-, 
Dounced in this period than in the fti-st, were neverthelessi 
multitudinous and vital. 

In 1896 the railroads carried Minneapolis flour to New 
York for 10 cents a hundred, while charging New York 
State millers 18 cents a hundred to New York City. 

President Stickney of the Cliicago and Great Western 
lUilroad, in a discussion the same year with the represent- 
atives of other western roads before the L C. C, sivid: 
'"Tou charge the Kansas and Nebraska fanner 13 cents 
to LauI his grain 200 miles while you charge the grain 
1 dealer 6 cents to haul that same grain t\ince as far to 
f Chicago. • . . I have been acquainted \\ith this northwest- 
em country for thirty-five years. In all that time there 
\m never been a year that the corn crop was moved until 
after the com was in the hands of dealers who hiid the mte. 
Once the farmer is compelled to sell his grain, then you 
fellows cut the rate for the dealer.'' That is, the railroads 
urge the farmer shipping to the Missouri River a mileage 
4 times as high as the rata to the dealei-s shipping to 
Chicago, and freeze out the small dealere from shipping to 
Chicago by making secret rates in favor of the big dealers. 
Coal was shipped from Chicago to Omaha and then 
reshipped to Grinnell, la., 225 miles back toward Chicago, 
more cheaply than it could l>e got direct from Chicago, 

**A large manufacturing establishment located in the 
laiier town^ making agricultural implements wbich were 
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priiicipalfy on the Pacific Coasti found it advant? 
to ahuidoii its plant and transfer its machinery and 
employees to Cliicago on account of the unlavorable rates. 

*^ A large factory for making barbed wire, located in the 
ci^ of Dea Moines^ in like manner abandoned its buildings 
transferred its eatahliahmeni to Cbicago. finding that 

aaved a large sum on erery carload of wire it shipped^ 
Itiiough the wire whs mainly carried directly by or 
through its old location^ 300 miles nearer the Pacific Coavt 
than Chicago/^ * 

To certain towns in Nebraska and other States the rail* 
ways have extended the same rates tliat apply to Missouri 
I River points, where the rates to Chicago are very low, while 
:>ther towns in the same r^on ha^^ to pay the Missouri 
River rates to and from Chicago^ plus the local rate from 
the river point.* 

The extent to which railroads sometimes go in place 
discrimiaations is shown by cases cited in Cator and Lewis. 
One of the towns on the route of the Northern Pacific in 
Montana incurred the displeasure of the railway authori- 
ties, and they detcnnincd to ruin it and build up a new 
town. So they refused to stop their trains in the town or 
have a depot there. The railroad built a new depot on 
lands of its own, 8 miles beyond, and ran its ti^ains through 
the old town to the new site, thereby feeding its revenge 
and enhancing the value of it» own land at the same time. 



1 Lewii» " N&tioDal CoDBOltdAtion of Ballwaji/' p. 101. ^H 

* Indnatriol Commiftsiou, 1900, vol. W, pp. 441-442. Shippers in Norfolk, 
Nebr. for exAmple, paj the local rate of 45 centa per cwt. (on first-clais gooda) 
to 8JOUX Citj on the Mtasourt RiTer, plua tho rate from Sioux Cttj to Chicago, 
while Fremout« a rival town near Norfolk, has tho Kame rat«n ae Sioiut City, 
the local rate not being add^d in thit ciae to the Miw«>nri River rate. This 
gives Fremont maoafacttirerfl aort nhippeni a decided ad^^aotage over those of 
Norfolk, and tend§ to bnild up Fremont and gtntit ibe growth of Norfolk. 
The witness saggested that ** if the rates were eetablished hj the Govern* 
tnent instead of at the will and pleasure of tlie railway maoi^ra, it is a nat- 
ural cimdusion that pointe bavlog the same general conditions would receive 
efjual benefits/* 
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the cost of ruining the town already establiahed. The 

ourte sustained the railroad's claim that it had a right to 

I through to the new depot, though some of the judges 

ented, regarding such favor an despotic and destructive 

; public rights.^ 

♦* A town in the State of Iowa, which had thriven under 
ible luilroad facilities, was almost depopulated by a 
of ownership of the railroad line upon which it 
epended. 

*'As the result of discrimination forty American families 
pare driven out of this small town in a single year. Their 
ty was rendered almost worthless, and with gi'eat 
iary loss from no fault of their own they were obliged 
I abandon their homes and seek new habitations and new 
vocations. Cases like this were abundant throughout the 
Test This merely illustrates what was going on in a 
ozen great States where cities, towns, and villages were 
being depopulated or their business establishments placed 
great disadvantage by reason of iniquitous discrimi- 
ions."* 

Peopled flocked into the towns and cities favored with 
low rates, and when the competitive mtes were removed. 
I they have been in many cases, the boom towns collapsed, 
the inflated building and business interests shrunk to 
kin and bone. 

Better accommodations are frequently accorded to places 
in which the railway or its officers are interested than to 
ber places. When a new road is projected there are 
lally town-lot and land companies along the lines, in 
liich prominent officials of the road may be directly or 
iirectly interested. Their knowledge of the future loca- 
pn of the road is utilized in purchasing tracts of land at 
valuer to be used for town sites and sold at high prices 
the railway is huilt 

• C«tor*s **Rescne the RcpuHic/' p. 15. 

• *'yAtJonjt} Con^olidBtion of Jiailwaja," Lewis » p> 102* 
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'* Sometimes the entire road becomes a land-gmbbing 
scheme with ti town-lot epecuktion uttaclunent. The, 
western half of one of the principal roads in Iowa was I 
built mainly on thi« plun. lU natuml route was along 
one of the old stage roads running through the county 
6eat« of the counties thmugh which it must p^^H. About 
these towns was a well-flettled country, with rich farms 
well improved for tliat early day. The towns were mode- 
rate in size^ but had been established as trading points for 
many years, and stores, sctiools, iind churches bid grown up, 

** But there was a belt of government land lying between 
the two belts of settlement about the respective county 
seats, which tho road euvetal, and if the line passed 
througli the old towns there would be Little clmnce for the 
spccuhitive directors to profit by laying out town sites. So ^ 
tlie roiul was hiid out and built through the unsettled landsi 
avoiding every old town on its route." ^ 

Sometimes discriminations are made by the use of differ- 
ent classilicationH for lucal and through tmfhc,® The mto 
on sugar from San Fraacbco to Kearney, Neh, was 77 
cents per hundred lbs., against GO cents, clear thi-ough to 
Omaha." Tht^ nvte on luml>cr from Wilmiugt^in to Phili^- 
dclphia and iiodton was higher than tlie local rate from 
Wilmington to Portsmoutli or Norfolk plus the mte from 
Portsmouth or Norfolk to Philadelphia or Boston,® 

The mtos from the Eiist to St. Cloud, Minn,, were 
higher tlian to St. Paul and other more distant points. 
The iliffenniec against St. Cloud was 7 cents per hundred 
on tliiur and 75 to 85 [mr ton on coal. Tliis difference was 

* "Nationnl Con»olicIiitioa of HailwA^t*" L«wl«, p, 83. 

* Mart hi tt, SouUmni Paiiflc, CoraraJ Piicific, and Union Pacific Rail* 
roatU. 1 1. C, C. D«cii. I. 

t g I. C. <'. UvvtK 4liL The CommiHAion made an order ttiat the Kear- 
ney rote nhoiild not cxcgcuI tlie Omalta rat43 by more than Ih cenU, boi the 
SciiiLhi^ni r;»cific rcftiwd to olwy. and tlie Circnit Court decHnf d to eoforca 
thct oriltiT ot) tlic^ ground that tKa ConimiMioii had not found th« rata to 
Koarncy unrtvuifmiible in itself, but only in eompaJiKitii dtiog 190 U. S. S73. 

* .-> J. a C. I>ocj*. 17 : Hop, \^ii\ , aO, 
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t'TO or three times the profit made by the miller, so that 
the price of wheat in St. Cloud was 6 cents below the price 
in Miiuieapolis op Princeton or Elk River, and the value 
q[ land about St. Cloud was thereby greatly lessened.^ 

A canning factory in Emporia, Kansas, had good natural 
aJvariUiges and an excellent trade iu Kansas, Colorado, 
etCM when in 1891 tlie freight rates were changed 
the basis of water and rail competition via Galveston so 
that canned goods could l>e shipped into this territory from 
Sew York at rates that drove the Emporia factory out of 
bosmess with a loss of $50,000 and the ruin of the owner 
who had been the heaviest tax payer in the county. 

TLe EmiKiria furaiture factory, and the Emporia stock- 
jjxnh have also been ruined, it is said, by freight discrimi- 
nations. In the Spokane case the rate to Portland, 2056 
miles fn^m the East, was $30 a ton, w^hile the rate to Spo- 
kane, only 1512 miles, Wius $52 i)er ton. The Commission 
ftkid this was unreasonable. " If a rate of IJ cents per ton- 
mile yielded a desirable margin over the cost, a rate of 3 J 
milM pays an unwarranted i^turn/* In a Georgia case it 
appeared that the rate from Cinciunati to a non-competi- 
tive town. Marietta, was 6 times as much per ton-mile as 
the rate to Atlanta. The business men of Spokane paid 
2 or 8 times as much for haulage as the men of Portland, 
iDd the business men of Marietta paid 6 times as much in 
pfoportion as those in Atlanta. 

The Spokane merchants combined and put their freight 
business in the hands of one agent, who could swing every 
pcnmd of freight to the Northern Pacific or to the Oregon 
Navigation Co., or to the Great Northern^ etc. Then the 
nilways pooled against the merchants. The latter adopted 
ibe poUcy of tendering a reasonable sum for freight, and if 
the railways would n't take it* the merchants replevied the 
|Qods and left the companies to sue for the freight. The 



•X a a Rep. 1899, p. 31, 
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companies got tired of that and made some concessions. 
But Spokane still safifers from sevei-e discrimination, as we 
shall see hereafter. Coal hauled fifty miles to Leadville 
sold there for f 7 a ton, while in Denver, after an addi- 
tional haul of 150 miles, the same coal was sold for $5.50 
a ton. The Michigan Central and other i*oads charged 
higher rates on carriages and buggies to San Bernardino 
than to Los Angeles, some distance further on.*** 

From Pittsburg to Colorado the mte on rails was $1.60» 
while the rate all the way thmugh to San Francisco was 
only 66 cents. From Pueblo to San Francisco, 1,559 miles, 
the rate on bar iron and on rails was $L60 per hundred, 
while from Chicago to San Francisco, 2,418 miles, the rates 
were 50 cents on bar iron and 60 cents on rails ; and even 
from New York to San Francisco the same rate of 60 cents 
was made for rails,^^ 

Sometimes the charge is much greater going one way 
between two given points than it is going the other way 
between the same points. For instance, '* Gloves from San 
Francisco to Denver pay %2 a hundred. You ship the 
same packages back from Denver, which has 5,000 feet of 
ele\Tition, to San Francisco at the sea level, downhill, like a 
toboggan sUde, and it is $3 a hundred downhill to 82 up," ^ 

^ The CommissioD ordered the roads to discontinae thJ« practice, Thej 
refused. And the Unit^ States Snprenie Court suntaiDed them in their r»> 
fttsal. (4 I, C. C. Deeifl., July. 1S90, p. 104 ; Rep. 1901, p, 25,) 

1^ Nov, 1895, tho Commission ordered that the rates from Pueblo to Call- 
fomia should not exceed 75 percent of the rate* from Chicago to California. 
The rnilma^ls refused to obey. Proceedinga in court were begun by the Cotn- 
miBsioD to enforce their order Then the milroads* yielded. They kept the 
raiee down about 2 yearn, till Ott, 17, 189^. Then the Southern Faci6c in- 
creased the rateB. The Colonnio Fuel & Iron Company on whoee complaint 
the investigation and order were made, sued for damages and an injunction, 
Oct, 1898. The Circuit Court enjoined therailroad* from charging more than 
the tate0 fixed by the Commission, But April 16. 1900, the Circuit Court of 
Appeal! reveraed the decision on the gronnd that the United State*!i Supreme 
Court had ruled that the Commisuion cannot fix ratei. f L C. C Rep, 1895, 
pp. 4i-i3; and Kep. 1900, pp, 55-61 ; also (101 B'ed. Bep. 779) an appeal to 
the Supreme Court waa dismissod per stipu]atioQ| Nov, 1901 (46 L, Ed, 13^). 

^ lod. Com. iv, 257. 
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The discriminations against Denver are sevei*e both from 
EftBtem aod Western points. Sugar is carried from San 
FiancLBCO to Denver at 75 cents ; to Loveland it is 93 cents ; 
but hundreds of miles further on^ to Omaha^ it is only 50 
cents.*^ *' Mr. Kindel has beeo driven out of the raanufac- 
tare of upholateriog goods and of spring beds in Denver 
becanao of similar differences. He \^^hed to manufacture 
albums in Denver» but was forced to locate in Chicago 
beeai306 the freight rate on books from Chicago to San Fran- 
cisco was #1.75 per hundred and from Denver to San Fpaa- 
ciaco $3, while the Denver manufactui'er had to pay 97 cents 
freight on his raw material (paper^etc.) from Chicago to 
Denver, $3.97 against $1.75. So too, the freight rate on 
boaks from Chicago to New York is 75 cents* from Denver 
lo New York f 2.72."!^ 

*^The diflference in rates on coal oil haa been so great 
that oil lias sometimes been shipped from Chicago to San 
FmncisGO and back again to Denver/' 

**Boote and shoes are carried from Chicago to Colorado 
common points at $2.05 |>er hundred, from Chicago to Cali- 
fornia at $1.50 per hundred* If a jobber in Colorado wishes 
to ship boots and shoes to California he must pay $8, 
making a total freight rate of 'f 5.05 from Chicago to Cali- 
fornia in tliis way. Cotton piece-goods under coamiodity 
mtee are shipped from Boston to the Missouri River for 52 
cents per hundred, while the nite from the Missouri River 
to Denver is $1/25 for a haul of one-thiitl the distance. 
The rate from the Missouri River through Denver to Call* 
fornia is only 11." '^ 

No wonder a Denver manufacturer said to the Industrial 
Commission : " My city, Denver, and Slate, Colorado, and 
all the territory embraced in the one hundred and fifth 
meridian section^ are violently discriminated against by the 

M Ind. Cum., ir, 247. 
I* Ifnd., 67. 
^ Bid, 
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railroads and express company. We are denied commercial 
equality, which forbids the development of our resources. 
Our freight rates are anywhere from 100 to 800 percent 
higher per ton per mile than those of our Eastern and 
Western competitors."*' 

Such conditions tend to force dealers to points on the 
Missouri River or east of it The shipper at St. Joseph on 
the Missouri River, for example, caa^t goods from C^iqago 
at 80 cents and reshij^to San Francisco for'^$1.50^ while the 
Denver shipper must pay 92 from Chicago to Denver and 
$8 from Denver to San Francisco, — $5 for the Denver 
shipper against $2.80 for the St. Joseph man.*^ 

i« Ind. Com. iy, 252. 
" Ibid^ 257. 
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LONG-HAUL. DEC1ST0N3 OF THE SUPREilE COURT, 



The long-haul clause did not realize the intent of its 
ts. It received a series of shocks frotn the United 
:...,. 2 Supreme Court, which produced, if not pjixalyais^ at 
least a bad case of nervous prostmtion.^ 

At first, believing that the law would be enforced in 
iccordance with its purpK)8e and intent to get rid of unjust 
iDd needless discriraination between localities, the Northern 
and We^stem roads revised their tariffs in good faith in 
itierence to long and short haul rates, but, later, when they 
found that the Supreme Couit did not intend to enforce 
- li section, they joined the Southern rouds in pi-actical 
^ard of it wherever they found it convenient to do so, 
and only in a few cases has their disregard been checked. 

Within 5 days after the Commission was appointed a 
large number of railroads applied for relief from the long 
and short haul clause ; and in many cases, on the ground of 



1 AkbamA ^lidland Case. Decis, of U. S. Sapreme C6Tirt, Nov. 8, 1897, 
119 U. S. 144; Bebimer Cum. 175 U. S. 648, 676; 181 V. S. 1, 29; Dallai 
Ciie. L C. C Rep, 1901, p. 27. Actual and cuntroUing competitii^n of any 
nrt b Qow held to justify a less charge for the longer than for tho shorter j 
hinl 10 L C. C. Decjfl, 289, June, 1904» See aLtu Senate Coinmittee, 1905, ' 
tS39, where Chairman Kiuipp of the loterstate ConimiB8i*>o declares that the 
eonrtf have interpreted the law so that if the circumj^taucea nubstatitially differ, 
BO matter what the rcai*on, tlie prohihitton does out apply. Brooks Adams says, 
**Tlie Saprenie Court is aotaK<jnisticto that danse/' (the long and short haul 
dun) ami doM not intend to enforce it. *' Tliey have stmply thrown out 
tftiy mitm bafe one who came in tmder that claaae." (Sen* Com., 190S>, 
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water competition^ etc^ t^lief was given.' The CommLssion 
held that diBHiraUar uircumstances existed under the 4th 
section in case of competition with water caiTiers, or rail- 
roads not under the Act (foreign railroads and railroads 
lying wholly within a single State), and in " rare and pecu- 
liar cases of competition between interstate railroads, when 
a strict application of the rule would be destructive of 
legitimate competition/* ^ but ordinarily competition be- 
tween interstate roads was not regarded as sufficient to 
relieve them from tlie 4th section. 

In Novem^^er, 1892, tlie Commission decided the famous 
Alabama Midkiod Case. The complaint was tliat rates 
fnom the East and Northeast to Troy, Ala., wem higher than 
to Moiitgotiiery, a longer haul i>asaing through Troy. The 
milrorwlK pleaded competition at Montgomery. The Com- 
mission held that railway competition would not justify 
departure from the rule of Section 4 of the Interstate Act. 
Five years later, in November, 1897, the Cuitetl States 
Supreme Court sustainetl the judgment of the Circuit Court 
and Circuit Appeals Court, overruling the Commission, and 
helil iliut llie existence of railway competition at Mou^ 
goraery made a substantial difference of circumstan^ 
within tlie meaning of the exception in Section 4.'* 

The Court held that competition even of intei*state li 
is a substantial difference of conditions which may justify 
a greater charge for a short than for a long haul, but said, 
** We do not hold that the mere fact of competition. 



md I 

neP^ 
tify \ 



* LCC Re]>. 1887. Nnftrlf & hundred pages Are filled with both the 
fttitterneijCa ftud petitiiiua of railroads relating to tbeloo^-haul ctaane. See also 
Rep. for IS95, pp. S4-SIS, Exempt icio from the long- haul clause was allowed 
in the ease of pasaeu^r fares to the WorUrti Fiiir at Chicago. 

* !nre LoulsTillt^ and Nashville, \ I. C. C. Decis., 1887, p. 3K See also Ga. 
Rd. CammtJMiiou t^, Clyde Steamship Co., fi I. C. C. r>ecis. S26. 

* Alabama MiaiAiid or Troj Caws, 168 U. S. 144, 1&4, tse, Heference was 
made to 31 Fod. Hep. 315, 862; SO Fed. Rep. S95 ; 56 Fed* Rep. 935,943; 
71 Fed. Rep. 836, Behlmer Caae; 73 Fed. Rep. 40^, t C, C. v. LoaisYiUe and 
NisbviUe. 




BO matter what its cbamcter or extent, necessarily re- 
lierw the carrier from tlie restmints of the 3il and 4th 
sections." 

In the 2d section, which prohibits any rebate or discrim- 
imtion and is intended to enforce equality of shippers 
over the same line, ^'* similar circumstances and conditions ' 
refers to matters of carriage, and does not include com- 
petition between rival routes ; '' but in the 3d and 4th 
sections '* similar circumstances and conditions" includes 
competition, which *' is one of the most obvious and eflfec- 
tive circumstances that make the conditions under which 
i bog and short haul is performed, and substantially dis- 
similar/' The railroad people think the circumstances are 
wry diffiTJmilar also when the Oil Trust or the Beef Com- 
bioe threatens to tiike hundreils of thousands of dollars 
wortli of business if they don't get the rates and faciUties 
they want, wiiile Messi"s. A, B, C, etc., ship their goods and 
Bkiy the schedule rates without suggesting any reduction. 
^^This dissimilarity is harder for the railroads to deal \vith 
I than the other. They can stop competing among themselves 
I on long*haiiI schedule rates more easily than they can 
' enforce equal rates on tlie big shippers* 

In the Chattanooga Case it appeared that rates from New 
York and other points via South Atlantic points to Chatta- 
nooga were higher than to Nashville, 152 miles fuither on. 
The Commission in December, 1892, ordered this discrinii- 
luition to cease. The order was not obeyed. Suit to enforce 
it was brought in the Circuit Court, and a decision sustain- 
ing the Commission was rendered in Febrnar}', 1898. And 
in November, 1899, the Court of Appeals confirmed the 
decision, holding that the ruling of the Supreme Court in 
the Midland Case did not apply, because ** normal competi- 
tion *' would give Chattanooga the same rates as Nashville.^ 

* L C a Bep. 1899, pp. 65-68; 85 Fed. Rep. 1898, p. 107; 99 FeiL Rep. 
tS99, p. 52. 



A 



98 THE HEART OF THE RAILROAD PROBLEM 



But the Supreme Court in 1901 reversed the lower courts 
and decided against the Commission.* 

The Georgia Railroad Commission Cases, also decided by 
the Interstate Commission in 1892, went the same way, the 
United States Supreme Court again deciding against the 
Interstate Commission on the long and short haul clause, 
holding that any substantial competition of markets or rail- 
ways creates dissimilar conditions within the 4th section J 

The result is that dissimilarity of conditions created by 
the railroads themselves becomes the means of freeing them 
from the long-haul rule of the 4th section of the Interstate 
Act. 

In the South a method called the " basing-point system *' 
is in vogoe. The railroads name certain towns as distribut- 
ing centres and competing points, fix the rates to and from 
these points, and make rates to and from other localities by 
adding to such through rates the local charges in force 
between the distributing centres, or *' basing-points " and 
the said other localities. 

The Commission says : *' Our annual reports to Congress 
and reported decisions in cases have uniformly condemned 
this distributing centre theory of rate-making, but the 
Southern carriers have resisted our efforts to correct the 
practice." ^ 

A tlioughtful writer in the Popular Science Monthly 
says: "The most serious class of unjust discriminations 
includes those which have for their victims the entire popu- 
lations of towns, cities, and even extensive districts, which 
are made to suffer from the unfair adjustment of railway 
rates. Practically the whole region south of the Potomac 
and Ohio and east of the Mississippi has continuously 

• 181 U, a 1, April, I90K 

f Ibid,, 29, 190L 

« R«p. 1895, p. 29. See LouiiiyiUe & NuhTille Owe, I I. C. C, Ih<ds. SI ; 
C B. & Q. Ciwe, 2 L C C. Deci«, 46 ; Krewer Caw, 4 I, C. C. Decui. 6S6 ; 
Nuhrille, ChatUmooga and St. Louia B, R. Ca, 6 L C C. Decii. 343. See 
«Zff0 ^X a a Decia. 503. 
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suffered from discriminations of this kind through the 
system of making charges to a few selected cities the basis 
for through rates to all other points. Through rates arej 
made to and from about two hundred of the larger town8» I 
including Atlanta, Birmingham, Chattanooga, Vicksburg, ' 
New Orleans, and Mobile, and traffic shipped from or to 
all other points is charged the rate to one of these basing- 
pointe plus the local mte from such basing-points to final 
destination, lu practice it is common to make the com- 
Unation by the use of rates to and beyond whatever 
hftsing-point will give the lowest total » whether on the line 
traversed by the shipment or not. Thus a shipment from 
Cincinnati to a point on the line from that city to New 
Orleans may be charged the full rate to New Orleans plus 
that from the latter back to the local point. The condem- 
nation of such a system cannot be too severe. It not only 
limits the commercial activities of the towns unjustly dis- 
eriminated against and restricts the sources from which 
they can directly draw supplies, but by hindering their 
growth it retards the development of the entire section, 
including the cities supposed to be favoi^ed,"® 

In a case decided in 1894 it was foimd that hay was j 
being carried from Memphis through Summervnlle to' 
Charleston for 19 cents a hundred, against 28 cents a hun- 
, led from Memphis to Siimraer\Tlle, the 9 cents difference 
^ P^g equal to the local rate from Charleston back to Sum- 
merville. *^The difference of $1,80 per ton was sufficient 
to preclude the Sumraerville dealer from selling in neigh- i 
boring towns in competition with Charleston dealers. Thei 
Summerville dealer was thus practically confined to Sum- 
menrille for a market, and even there had to compete with 
defers doing business at Charleston 19 miles away. If 
fS.80 per ton is profitable to the carriers for bringing haj 
in carloads from Memphis Ui Charleston^ then $5.60 per^ 

• H. P. Newcomb, Popttiar Science Mmtldfj, p. 815, Oct. 1897. 
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toD, nearly 60 percent moi-e, from Memphis to Summer- 
ville, which is nearer than Charleston is to Memphis, rep- 
resents an extra profit of $1*80, which the carrier did not 
and could not show to be equalled by extra cost of trans- 
porting a ear of hay and delivering the same at Memphis/* 
The Coramisaion (June 1894) ordered the carriei'S not to 
charge more from Memphis to Summerville than from 
Memphis to Charleston, holding that competition of mar- 
kets or of milways would not justify a higher charge for a 
shorter than for a longer haul. The order was made in 
September. In its repoit to Congress in December the 
Commission said, " The order has not been obeyed." ^^ 

Social Circle, situated between Atlanta and Augusta in 
Georgia, was required to pay a rate from Cincinnati made 
up of the rate to Atlanta plus the local rate from Atlanta 
to Social Circle, while Augusta, considerably more distant, 
had rates from Cincinnati no higher than those to Atlanta, 
The Commission in June, 1891, ordered the railroad to cease 
charging more from Cincinnati to Social Circle than for the 
longer distjince to Augusta.i^ 

Hill and Brother, in tlie wholesale grain, flour, and hay 
business at Cordele, Ga,, were in competition with dealei-a 
at Albany, Americus, and Macon, which were made basing- 

3^ I. a C. Rep. 1894, p. 19 ; 1900, p. 52. Th© Railwayn declined to obey; 
the Circuit Court ruled againat the Commission (71 Fed. Rep. Jan. 1696, 
p. 835) ; the Circuit Court of Appeals reversed the Circuit Court decbion (83 
Fed, Rep. Nov. 1897, p. 898); and ftuall>% io Jan, 1900. the LL S. Supreme 
Court reversed the Court of Appeals aad euataified the railroada, (Behimer 
Caae. 175 U. S. 649.) 

" I. C. C. Rep. 1895, p. 29 ; 1896, pp. 16-23. In March, 1896, the tJ. S. Sn- 
preme Coart cousidered the caM on appeal, and apparently accepted the d&- 
cbioti of the Commissiati oo the question of stmilar coudttions, but OTcrruled 
another part of lU order, requiring the railroad not to charge more than SI 
per hundred ou first class goods from Cincinnati to Atlanta. The Court placed 
its decision on the ground that the Commlsftion haa no anthoritj to fix rates, 
nuuLimam, minimum, or absolute. It maj determine that a past nte ia na- 
mioiiable, bat cannot fix a rate for the future. Intenlate Commiaaion p, 
Cincinnati, New Orleans, and Texas Pacific. 162 U. S. 184; and 167 U. S. 
479. I a C. V. Texaa and Pacific, 162 U. S. 197. 
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pointa and had lower mtes than Cordele from the commoa 
source of supply. Cordele was shown to be nearer the 
ooafit than the other points, and to have several railway 
mates from Nashville, so that it could not be excluded 
from Uie low rate list on competitive grounds. The rail- 
road men said it was excluded because it was not so large a 
distributing point as the other places, but admitted that if it 
had equally low rates it would largely increase as a distribut- 
ing centre i so tiiat the case stood thus : The railroads did 
not give Cordele equally low rates because it was not a 
sufficiently large distributing centre, and it was not a suffi- 
ciently large distributing centre because it was denied 
equally low rates j i. e., the railroads sought to excuse them- 
selves for wrongdoing by offering the results of the wrong 
in justification, Tlie Commission refused to allow the 
railroads to take advantage of their own wrong and con- 
demned the Cordele rates.^ 

The I^uisville and Nashville charged $3,69 per tan on 
pig iron fi-om Birmingham, Ala,, to Coitlele, Ga., 267 
miles, and only 81.80 a ton from Birmingham to Macon, 
832 miles. On coal the rate was $2.60 to Cordele and 
•1,60 to Macon. The Commission decided that the rates 
to Cordele should be no higher than to Macon,^^ 

La Grange is 71 miles nearer New Orleans than Atlanta, 
yet the rates to La Grange were made so much higher 
than to Atlanta that an Atlauta dealer could ship goods 
from New Orleans through to Atlantii and then back to 
La Grange as cheaply as the goods could be shipped direct 
to La Grange." 

« fi L C. C. D^cln. 343; JUid Rep. 1895» pp. 29-31. 

»• Rfp, 1895, p. 3 K 

»* L C. C. R»p. IS09. p. 68 ; 7 L C. C. Decis. Dec. 1897, p, 43L The Cam- 
miMioo ordeit4 thiit the charge to La Gmoge nhoald oat exceed the rmie for 
ihii loD|[er haul to Atlanta, and two years later the Circuit Court ttistatned 
the order (102 Fed. Rep. 709 ), but the Circuit Court of Appeals reversed the 
dadibo in Maj, 19Ct (106 Fed. Hep. 998), aud in Mar, 1!>03, the Saprema 
CcNin afflrmed the ruling of the Court of Appeals agalu&l lh«i OsiMSdMAioftL 
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To keep traffic from going to Savannah and make it go 
to the Northwest or to Pensacola, the Louisville and Nash-* 
ville made very high rates on shipments to Savannah, On 
Savannah traflic the Nashville haul was short and the re- 
ceipts small ; on shipments to the Northwest the Nashville 
receipts were much larger, and in Pensacola it had a special 
interest. So the Savaimah cotton rate was advanced from 
$2.75 to $3.30 a bale, and the rates on naval stores were 
also made much liigher than to Pensacola or to the North- 
west.^ The Commission ordered the railroad to discon- 
tinue the discrimination against Savannah, January » 1900, 
and the Circuit Couit sustained the decision, July, 1902- 

The Commission has condemned the mtes from New 
Orleans to Danville, Va., as excessive in comparison with 
the rates on the longer haid to Lynchburg ; ^^ also the 
rates on sugar and molasses from New Orleans to Nash- 
lille as higher than on the long haul to Louisville ; ^^ the 
rates from New York, Cincinnati, Chattanooga, Nashville, 
and New Orleans, as discriminating against Dawson and 
in favor of Americus, Eufaula, and Albany ; ^^ undue 
preference to Sioux City against Sioux Falls, in the rates 
from Chicago and Diiluth;^^ and many other discrimina- 
tions between localities, and violations of the long and 
short haul clause;^ yet all the complaints and decisions^ 



IS L C. C. Rep. 1902, p. 48; 7 I. C C. Decia. 431 ; 8 L C. C Deci*. 377 ; 
119 Fed. Hep. 613 ; Sen. Com, 1905, pp. 2316, 2317. 2926* No appeal appear! 
to have b^eo taken from the Circuit Court, 

!• 8 I C. C. Deris. Feb. 1900, p. 409 ; Rep. 1900, p. 34, 

1' 8 I, C, C. Decis. 93. rev©r*ctl by the Circuit Conrt, An^st» 1902 (117 
Fed. Rep. 741), and by the Coort of Appeals, May, 1903 (122 Fed, Rep. 800) ; 
now CD appeal to U, S, Supreme Court, 

i» 8 I. C. C. Dacis. 142. 

i> LC. a Rep. 1895. p. 39, 

» See 6 L C. C, Decis, 257, S61, 458. 488. 568, 601 ; 7 h C C, 61. 224, 
286 J 8 L C. C, 93, 214. 277, 290, 304, 316, S46, See aJao Tol. 9 of the 
Decisions, and Rep., 1898, pp. 33, 246 ; 1899, p. 28; 1900, p. 40; 1901, pp. 57, 
65; etc. Wherein conditions Aub^tantially dilfer the exemption i^ applied. 
Far eiL^mple, the Santa Fe is justiiad io chargiog lower ntee from the 
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nomeious as they have been, are but a cupful from the 
sea; and the evils removed in pursuance of orders of the 
Commission which the Courts neglected to overrule form 
an insignificant group compared to the mass that remained 
untouched. 

FkiHc to the Miasomi RiTer than to Denver on rice, hemp, blankets, books, 
boote, etc. (9 L C. C. Decis. 606) ; and a higher rate on lumber to Wichita from 
Western |>oints than to Kansas City is approved (9 I. C. C. Decis. 569). 

Rates of an individual road cannot be compared with joint rates made bj 
that road with others. Osborne Case, 52 Fed. Bep. 912 ; Toier Case, 52 Fed. 
Bepw 917 ; Union Pacific Case, 117 U. S. 355. 




CHAPTER XVI. 



TEN YEAKS OF FEDEKAL REGXTLATIOK. 



In **A Decade of Fedeml Rjtilway Regulation/* after 
describing various forms of discrimination, 1I,T. Newcomb 
says; *'Tlie conditions described ai^ fiiirly typical of thoae^ 
existing iill over the United States. The Interstate Com^ll 
merce Law has nntig;\ted but slightly, if at all, tlie evil 
of unjust diserimination between individual, has in but 
few and relatively insigniticant instances moderat'ed iinjufit 
discriminationH Ixjtwecn articles or classes of tratfic, and 
has almost wholly failed to remedy the far more serious 
inequities in rate-making, which operate to the dijsadvan* 
tage of towns, cities, or district^.** ' 

In 1897 the President of the Big Four Railway Baid:^ 
"Never in the history of railways have tariffs been so littll 
respected as to-diiy. Privatt? amingements and understanc 
ings are more plentiful than regular rat4B8. The large! 
shippers, the irresponsible shippers^ are obtaining adva 
tages which must sooner or later prove the ruin of sma 
and more conservative traders, and in the end will breaki 
up many of the commercial houses in this country and 
ruin the milwayw. A madness aceniH to have seized ufxju 
some railway managers, and a large portion of the freight.^ 
of the country is being carried at prices far below cost . ^|| 
There is a ranch more dangerous view, and that is the de- 
moralization of the men conducting these numerous enter- 
prises and the want of respect for tlie law which is being 




t Popular Sckttce Mmhi^, Oct IS97, p, S16. 
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developed by the present situation. * • . There is less faith 
toJay between railway managers, with reference to their 
agreements to maintain tariffs, than was probably ever 
known on earth in any other business. Men managing 
large corporations who would trust their opponent \vith 
their pocket-book with untold thousands in it, will hardly 
trust his agreement for the maintenance of tariffs while 
they are in the room together. Good faith seems to have 
departed from the railway world, so far as traffic agree- 
ment are concerned.*'^ 

The Texas Railway Commission in 1897 started suits 
against several railways for discriminations, and before 
tlie end of the year three railways pleaded guilty in 
95 cases and paid fines amounting to $47,500, promb- 
ing to "be good.'' The next year $20^000 more were 
paid by the railways as fines in 20 c^ses for violation 
of this law in Texas, Many other cases pending,^ In the 
1898 Report the Commission says that express and rail- 
way agents do a business as shippers of fruit, etc., and 
discriminate against the business of other shippers by 
underbilling theii- own shipments and by delaying the 
otlier shipments. 

One of the most striking illustrations of the effectiveness 
of the Interstat-e Act is to be found in the results of the 
Boston and Albany investigation in 1900, during the con- 
sideration of the question of leasing the road to the New 
York Central The Interstate Act made it a misdemeanor 
► depart from the published rate^, but the milroad followed 
law only when it was convenient to do so, and most of 
the rates in actual use constituted misdemeanors. 

** Various shippers, merchants, manufacturers, etc., were 
visited, and it was found that tlie local rates were not fol- 
lowed, that shippers were receiving widely varying dis- 

* M. E« Ifig&llB, before National CoDTeotbn of Railway CommuftiotierBi 

• Eep, 1897, p, 6; and 1896, p. 15, 
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couots from the published rates, and that shippers did 
not know at all what rates their competitors and neigh- 
bors were getting. They were not satisfied with the 
system, but they wei-e afraid to complain, for if they 
made complaint they would lose whatever advantages 
they possess and become marked men for railway persecu- 
tion. The Railroad Commission of Massachusetts adver- 
tised for shippers who were not satisfied to come and 
make complaint ; but they did not do so, for the reason 
that any shipper who complained of a raib'oad would be 
apt to fare a good deal worse afterwards than before ; his 
goods would be delayed, his facilities would be cut off 
and whatever I'eductionB he was getting would be stopped, 
and he would have to pay the fuU published rates. Ho 
might also be involved in costly litigation, and he did not 
dare to say anything, . 

" The Railroad Commission was asked by the legislature 
about these discriminations on the Boston and Albany, and 
a repoH was handed in by the Commission (1000) saying 
that the reductions fi*om the published rates averaged 40 
percent, and that in different cases they ran from 10 to 
about 73 percent — fully confirming what the shippers had 
said* It was admitted, however, that this report was not 
written by the Railroad Commission. They had passed the 
question over to the Boston and Albany, and a high official 
of the road hiid ^vritten the reply. The Railroad Commis- 
sion admitted that they did not know any tiling about it. 
They, however, handed in the report of the railroad official 
as being true, and it was admitted, both by the railroad, and 
by the Commission, that tliese discounts on local rates were 
being given. The railroad official claimed that the special 
rates were 'open to all shippers sending fi-eight under sim- 
ilar circumstances and conditions,' which may be true if we 
imdeiBtand * circumstances and conditions ' to include the 
relations of the shipper to the managers, and his pull with 
the railroad, but cannot in any other way be made to squai^e 
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with the statementa of shippers and the other evidences in 
the case." 

While favored shippers were receiving discounts of 10 
percent to 73 percent from the publiBhed rates, other ship- 
pers, and some doing considerable business, declared that 
thejrgot oo discount at all. During the legislative investi- 
gation the matter was put to Samuel Hoar, attorney and 
director of the Boston and Albany, and he said ; ** I suppose 
it is ti'ue that no shipper knows what his rival is getting. I 
suppose it is true. But what of it ? What has that to do 
mth the lease ? " 

The receipts per ton-mile on all classes of freight were 
less than one-half the average of the published rates to the 
various stations on the road for the cheapest class of freight, 
viz., coal. And the lowest published local rate on coal was 
higher than the average mte on all commodities. 

**The interstate-commerce law was passed in 1887 and 
the Interstate Commerce Commission Wiis established to 
abolish the evils of unjust discrimination, but the work has 
not been accomplished* The Interstate Commerce Com- 
mission has told us year after year that the discriminations 
are still going on ; and that they cannot be stopped under 
present laws at least." * 

Mr. George R. Blanchard of New York, former commis- 
sioner of the Joint Tratfic Association told the Industrial 
Commission ^ that '* Discriminations against persons result 
from secret rebates, combination of rates on inward material 
and outward products, so as to affect the through charges ; 
favoritisms in terminal facilities ; quicker time in transit ; 
unequal or hidden allowances in weights ; dissimilar stor- 



* ** The exaction of the pnhlifihed rate is the exception. . , . Men who in 
OTwy other re»p«ct are repntable citizens are gnllty of mU which, if the 
iiUtnte law of the hind were enforced, would snbject them to fine or impris- 
o&tDeiit." See Rep. 1898, pp. 5. 6, 18, 19 ; Rep. 1899, p. 8. 

» Eepoit»ToL iy, 1900, p. 625. 
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age periods in cars or warehouses ; prefei-ences in supplying 
cars; differences in special charges, such as switching, 
loading or unloading, or in cartage allowances ; the leasing 
of elevators to or making elevator contracts with large 
handlers of grain, to their exceptional advantage; the 
grant of undue allowances under the fictitious guise of 
commissions, etc." 

Summiog up the evidence gathered in its great investi- 
gation, 1900-1901, the United States Industrial Commission 
concludes that the main effect of the Interstate Act has 
been to concentrate the benefits of discrimination in fewer 
hands,® which tends to build up trusts and combines. It 
found discriminations everywhere prevailing. It says: 
*' There is a general consensus of opinion among practically 
all witnesses, including members of the Interstate Com- 
merce Commission, representatives of shippers, and railway 
officei*s, that the railways still make discriminations between 
individuals, and perhaps to as great an extent as before. 
In fact^ it is stated by numerous witnesses that discrimi- 
nations were probably worse during the year 1898 than at 
any previous time. 

" It is ckimed that direct rebates and secret rates are 
still frequently granted ; commissions are paid for securing 
freight ; goods are billed at less than the actual weight ; 
traffic vrithin a State not subject to the Interstate Com- 
merce Act is carried at lower rates ; allowances and ad* 
vantages are made in handling and storing, etc. Several 
witnesses refer to the practice of shipping goods under a 
false classification. Sometimes this is done without the 
knowledge of the railwajrs, but in other cases they appar- 
ently connive. Thus fine handwai'e may be shipped asj 
some low-class kind of iron. 

** The representatives of the railways declare that so long 

competition exists the attempt to get traffic by secret^ 



• lud. Cora, iv, pp. G, 349, 359. 
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lates must continue. It is thought generally that there 
haa been a considerable improvement in the situation dur- 
ing the year 1899* . , • In the latter part of 1898, Messrs. 
Cowen and Murray, receivers of the Baltimoi'e and Ohio 
Aailroad, addressed a letter to the Interstate Commerce 
Conunission declaring that the practice of gmnting rates 
l>elow the publiahed tariffs was so general as seriously to 
x^educe the revenue of the railroads. More than 50 i>ercent 
o£ the traffic, at least on certain roads, was affected- The 
X"<eceivers expressed a determination to cooperate in the 
enforcement of the law* Later, conferences were held 
%:>et%veen the Interstate Commerce Commission and railway 
officers, which led to a general attempt to reduce the extent 
of the e\il. Many witnesses, however, including represent- 
mtives of the railroads, think that the improvement is only 
temporary, and that when the present rush of traffic has 
ceased discriminating rates will be granted more and 
more/* 

The investigations of the last five years show that these 
witnesses were right in thinking the cessation of hostilities 
I Id be only a temporary truce. 



CHAPTER XVIL 

THE BLKINS ACT AND ITS EFFECTS. 

The "Elkins Act," approved Feb. 19, 1908, amended 
the Interstate Act in some important particulars. It pro- 
vides that any failure to publish rates and charges, or any 
departure from the published tariffs, or any offer or grant 
of any discrimination, rebate, concession, or device of any 
kind whereby transportation is obtained at a less rate than 
the tariffs published and filed with the Commission, shall 
be a misdemeanor of the corporation as well as of the 
officers or agents concerned. Every shipper also who so- 
licits or accepts any such rebate, concession, or discrimina- 
tion is guilty of a misdemeanor. In each case, whether the 
suit is against the railway company, or its officials, or a 
shipper, the punishment is a fine of $1,000 to $20,000 for 
each offence, the imprisonment clause of the Interstate Act 
being repealed. 

Under these provisions the railroad companies themselves 
may be attacked, in addition to the suits against the guilty 
officials provided for by the Interstate Act, and shippers 
may be convicted by showing that by any device they have 
obteined a lower rate than the published rate, without 
proving that some one else paid more than the defendant, as 
was formerly necessary. 

The act also expressly authorizes the United States Cir- 
ooit courts to restrain by injunction or other appropriate 
process any departure from published rates, or any dis- 
oiimination forbidden by law, without prejudice to the 




bringing of suits for damages or other action under the 
Commerce Act. And it further declares that " in proceed- 
ings under this act and the acts to regulate commerce, the 
said courts shall have the power to compel the attendance 
of witnesses, both upon the part of the carrier and the 
shipper, who shall be required to answer on all subjects 
relating directly or hidirectly to the matter in controversy, 
and to compel the production of all books and papers^ both 
of the carrier and the shipper, wliicli relate directly or in- 
directly to such transaction ; the claim tliat such testimony 
or evidence may tend to criminate the person giving such 
evidence shall not excuse such pei'son from testifying or 
0uch corporation from producing its books and papers^ but 
no pernon nhall he proucuted or suhjected to any penalty or 
forfeiture far or on accoimt of any trmxmction^ matter^ or 
thin^ concerning which he may testify or produce eindence^ 
documentary or otherwise^ in mch proceedings^ 

This is considered one of the best milroad measures so 
far enacted. It is said by many tliat direct rebates have 
pmctically ceased since its passage, and some declare that 
it has stopped all sorts of discriminations. 

While Mr. Bticon, an important witness from Milwaukee, 
was speaking to the Senate Committee, 1903, of which 
Senator Elkins was chairman, the following conversation 
took place regarding the Elkins Act.^ 

** Senator Eucnf s. The Pennsylvania Railroad has not 
given a rebate since the act was passed, and they do not 
want to. It has been a benefit to the railroads, don't you 
think so? 

"Mb. Bacon. It han benefited the railroads, by mil- 
lions of dollars. 

** Senatoe Elkins. I mean the good railroads. 

" Mr. Bacon. It will undoubtally effect a saving of 
upwards of a hundred million doUara a year." 



1 Tettimony, p. SS. 
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Mr. Pioatj of the Inienaate CommiaBioai 8ud to the 
B<»txmEc(»ollIkCl1lbullfucl^l905: ^ Tlie Elkins Bill 
is one of the most beneficent menBureB toncfaiiig nilvay 
leguhitioa of recent times. I have no wonb of commeodi^ 
tioa too strong for that measure ; bat this bill, which Im 
very largely stopped the payment of rebates, aa such, was 
a railroad measure, conceived by the railroada, passed by 
the railroads, and in the interest of the railroads, and no 
one thing in recent times has put into the treasuries of 
railwa3rs of this countiy more money than that same 
enactment." 

Senator Elkins who drew the bill is the political ^boBB** 
of West Virginia. He is director of a railroad that belcrngs 
to the Pennsylvania system and is otherwise identified with 
railroad interests. He acted in harmony mth leading 
railroads in drawing the bilL In fact, it is said on h^ 
authority that it was framed in the office of A. J. Cassatt^ 
President of tlie Pennsylvania Railroad. The law is in 
many respects a good one, although there is a clause in it 
which may protect the railroads from the consequences of 
wrongdoing, and it is thought by many that the real effect 
of tlie law has not yet become apparent. Railroad man- 
again do undoubtedly desire to protect themselves from 
the imjiortuuities of shippers to whom they do not wish 
to give concessions, and to be free from the danger of 
impviHonment^ and so far as possible from any danger, 
in oiise they are caught giving preferences to persons or 
coin|uiuies in whose property they or their railroads have 
a Hpoiual interest. The Elkins Act accomplished all these 
)uu*iH)8es. It is claimed that the words italiciased in the 
uUive i(Uotation from the act will prevent the prosecution 
of any utUoer or road on account -of any cause in respect 
til whioh they give evidence or produce books. In other 
wmils, they can only be prosecuted where the discrimina- 
tiou i»r iloj^rture from schedule ratea can be proved with- 
out their help. Commissioner Prouty says: ^I have no 
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doubt that rebates to a greater or less extent are paid in 
many parta of this country. And if it turns out, as tl^e 
Eulroada contend, that the disclosure by any officer of a 
railroad gives the company its exemption under the Elkins 
Bill your law is good for notliing. They can resume the 

PMvment of rebates whenever they desire."' 
fact is, apparently* that for some months after the 
passed the railroads in large measure discontinued 
and some other notorious forms of discrimination, 
they did for some montks after the Interstate Act 
waa passed in 1887. The abuses "grew up again after- 
mrds, and almost every 1st of January, from that time 
down to tliis, these railroad gentlemen get together and 
mike a gentlemen's agreement that they will quit and 
reform and turn a new leaf and not do it any more. They 
break down again and make a resolution again. They are 
flow under a good resolution." ^ 

Some of the sweeping declarations of railway men and 
others about discriminations, and especially about rebates, 
areas follows:* 

*' All stopped/' " Eliminated." ** Almost annihilated 
aince Elkins Law" (February, 1903). *^ Almost entirely 
wiped out." ^* Have known of no such payments for over 
12 yeara," ** Do not know of any in last three years/' 

> 8eiL Com. 1905, p. 291^. 

> Jddge CJements of the lDterstai« Conrnitssion, Bonate Committee^ 1905^ 
^ 9S38. When the reader ex&miDes th« fsuctA ctuit follow iu thb bouk lie 
Qijr wonder what the railroads will do when tbey are uot under a good 
tiolottoti, in view of the record thcj bave made while under a good 
«»oliiLiotu 

* See " Reflates " aad ** Discri mi nations " in index to Hearings ot the 
nkiot Committee* 1905. 

Soeae of theee witoesBes who do not know of anj dlBcrimtDatiotia or un- 
*eaMniable rates declare in other parts of their testimony that if the pro{Kieed 
egutuioQ were enacted the Interstate Commission would be deluged with 
soiDfilaiata. And this is probably true^ since complaints of exceaeive tates 
tad disenminations have been more namerous in the last two or three yean 
tIttD in any other (^qaal period before. (Testimony of Jadge Clements of the 
I C. C.» Senate Committee, 1905, p. 3342.) 



114 THE HEART OF THE RAILROAD PROBLEM 

'* Have not had any for about 20 years/* •* Never had 
any." *' Know of none/* " Have been practically aban- 
doned." " Past issue." ** Have no knowledge of/* **No 
complaints of." " None so far as I know/' 

Some of the witnesses give the railways a clean bill of 
character and even put a coat of wliitewash over the record 
of the Standaid Oil from 1887 on. Mr, Hiland, head of 
the traffic department of the Cliicago, Milwaukee and St* 
Paul, says : " Unjust discriminations and rebates have 
ceased/* ^ 

Mr. Bird, Vice-President of the Gould lines, saj^; "I 
beheve there are no rebates paid/' 

" Chairman. And discriminations ? 

" Mr. Bibd. No secret discriminations. There may be 
discriminations that are open and published in the tariffs. 
... I do not believe that the Standard Oil Company has 
received a rebate since 1887 ... I do not believe that the 
beef trusts are getting rebates." • 

Mr. Brown, counsel for the Santa Fe, said : " My sole 
purpose in appearing here is to put on record a sweeping 
denial that the A. T. and S. F. Company has made any 
discriminatory rates or paid any rebates.*- ^ 

Mr. BidtUe, tmffic manager of the Santa Fe, was not 
quite so sweeping. He said : '* It is true that rebates have 
been paid^ although personally I have not known of any 
such payments for over twelve years/* * 

A more impressive mass of negative evidence could 
hardly have Ijeen secured, even if the Commission had 
selected the witnesses with a \dew to their ignorance of 
rebates and kindred manaaivi^s* It is peculiarly fortunate, 
just at this time, to have tiie statements of so many who 
seem to have reframed from associating with rebates or 

• Sen. Com. 1905, p. 133L 

• IhitL, pp. 2253, 2284, 
^ Ibid, p. 3140. 

• Ihid., p, 1652* 
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ing any discriminations, in view of the vigorous anti- 
ite remarks of President Roosevelt in his recent mes- 
BS to Congress, asking for further legislation to check 
failroad abuses. The President is under the impres- 
sion that rebates and other evils still exist, but if the 
Senate Committee can report to Congress that this is 
a mistake it will be clear that the said new legislation 
is not needed. 

Unfortunately, however, the weight of evidence is against 
those who affirm the conversion of the railroads to the ways 
of virtue. The cessation of discriminations is denied by a 
large number of authorities including railroad men of the 
highest position,^ 

James J. Hill, President of the Great Northern, says 
discriminations still exist and must exist. He thinks diu- 
crimiuatious will never cease, and declares that railroads 
" have to diBcriminate/' ^^ 

Victor Momwetz, Chaimmn of the Executive Committee 
of the Santa Fe and its chief counsel, says that discrimiJia- 
tion still exists and is "bound to exist" under present 
coriditions. Many things the traffic managers do are not 
authorized by their superiors and woi^ild not be approved 



I 



• On Ihe qiwfltton whetliot or no rebates and di^cTitQinations exist, the 
iMtlmADj of credible wituess^es who sm tbey know of the»e secret fnvors far 
oatweighs the pruring power of tbo ncgutive ^taiementa of witoefiaefl who 
luj they do not know* of the naid pb»n<»njena. IvoU of people did nnt know 
taU recentljr that the Kqnitable pnid n fanions milr^itad itetiator $20,000 a 
jrear lor ^'advioe." And the statements of a multilude ttmt tbej did uot 
luiow of it would weigh nothing agaiue»t the testimony of 2 or 3 well informed 
man who positively stated the fact;*. iHHcnmiiiationa may go on without the 
nulni«d directors ur principal ofBcers knowing about thorn. They may not 
ku0m about tbetn on puq^orie. ^Vhere ignorauee is protection 't is foUy to be 



Railway nea have told roe that in many eai^eit leading officers of a railroad 
BM piifpoaely kept» or keep themselves, in perfect ignorance of all discrimi* 
naliooa and other wrongdoing in order that sncb offlrera may appear in 
legialatiTe and interatate commerce bearings without knowledge of aoy lacU 
tbal would be prejudicial to the failroad* 

w Sm. Com. 1905*, p. 14T4 
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by them, but it is understood that concessions are given 
and must be given," 

President Stickney of the Chicago and Great Western 
says that prior to the injunctions against paying rebates 
*'it was underatood among business men that schedules 
were made for the small shippers and those unsophisticated 
enough to pay the established rates," and since the injunc- 
tions the knowledge of the traffic directors has been exerted 
in **the problem of how to pay rebates without paying 
rebates.*' - They use " elevator fees " and " midnight sched- 
ules " or sudden changes of tariff known beforehand to 
favored shippei-s. These special tariffs "are of fi'equent 
occurrence and result in greater injustice than secret 
rebates/' ^ 

Mr. Rich, the general solicitor for the B. & M,, said to 
the Providence Economic Club, in tlie spring of 1905, that 
75 percent of products is cai'ried below tlie published 
rates. He added tliat the rates are mostly open. The 
published rates no doubt are open, but it is hard to believe 
that the cut rates are mostly open. If they were, there 
would te no reason for publishing rates other than those in 
use. Every rate below the published tariff is a violation 
of law. And it is not easy to see why the lailroads 
should risk multitudinous violations of law simply to 
establish open rat^s which might be published without 
interfering with any purpose that is honest, I quoted 
Mr, Rich's words to an excellent authority and he said, 
^* Cut rates are not open rates. Can't make jjeople believe 
that," 

Senator Dolliver smd : ^^ *' A famous railway president, 
speaking in this city a month ago, stated that the whole 
railway practice of America was honeycombed with secret 
rebates and disciimi nations as late as last January/' 

Professor Ripley says^^ that discriminations between 



11 Sen. Cam. 1905, pp. 819, 820, 842. 



^ /W., pp. 2122, 2123. 
« Ibid., p. 2329* 




^ 



THE ELKINS ACT AND ITS EFFECTS 117 

localities and between commodities through classification, 
etc., are still serious evils, 

Governor Cummins of Iowa said : ^ *' So long as there is 
competition among the railroads in securing business, so 
long they will find some way of getting that business 
ttimugh favors;' 

Mr. C. W, Robinson, representing the New Orleans 
Board of Trade, said : " The direct rebate has been stopped 
by the Elkins law, but there still remains the indirect 
rebate, or the almost innumerable forms of discrimination, 
which fwe dilBcult to reach by legislation, and in the 
practice of which some of the traffic managers are unques- 
tionably experts/* ^® 

The complaints made to the Interstate Commission in 
fthe last few years ^^ and the facts brought out in the 

»* Sen. Com. 1905, p. 2083. 

>* In iUuBtration of hh fltatemetit tho witness refcired to the preTalence 
of abuses in respect to termitml railroftdti, pnvaie cars, purcbftetDg agonts, 
iwitching charges, special tariffs, milling in transit, etc., d(!tH.*rihiiig a uuniber 
ol caiies that have come nuder his persotial obsenratioii in the year 1905. Sen. 
Com. 1905, pp. 2432, 2434. 

^ More complaiiita per annum have been filed with the Comrnisniou piiice 
tiks Elkiufl Act took effect than were filed before the net was passed. The 
IvpoTts of the I. C. C. show U5 formal compUints filed in 1903 and 1901, 
earryiug the total to 789, and 88S informiil complnintj*, currying the total to 
23, making the whole namber 1033 in the two years, and 4012 since 1887 — 
Lore than 25 percent of the complamts having been filed in the last two 
■r* which constitQte only 1 1 percent of the time covered by the reports of 
e Commission. Out of the 63 salts entered in 1904, 50 char^re iinjost dis- 
imination of eerioas character, and nearly alj the rest involve discrimination 
dfime form. The complaints entered for amicable adjustment also relate 
largo part to cases of discrimination between persons and places, refusal to 
mish cam, nnreasonahle delay, anfair dassificatian, discriinination in track 
facOitieSt uafair estimate of weights, allowing competitors to uuderbitl, refusal 
of the Transcontinental Passenger Association to grant the American Fede- 
ration of Labor the usual special coovention rate for their meeting at San 
Francisco, refusal to route shipments asi ordered by shippers, relatively exces- 
sive rates on vegetables, lumber, lead, drugs, com products, coal, iron, shoes, 
lealher, etc,, violations of the long and short haul clause, and outright refusal 
to accept shipments, besides a number of complaints of overchargee, and 
lUJeged to be unreasonable per se. 
Adding the fignres for 1905, which have come to band sinco the ftborr 
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investigations of the Interstate Commission from March, 
1903j to the present time, and in tlie Hearings of the Senate 
Committee, 1905, abundantly confirm the opinions of these 
witnesses. 

The Elk ins Bill became law in February, 1903. In 
December of the same year the Interstate Commerce Com- 
mission reported that they believed the payment of reliates 
was largely discontinued, but that pressure upon the com- 
panies to maintain published rates had "begotten a new 
crop of expedients for the purpose of favoring partic- 
ular shippers,'' ^^ Private-car abuses and tcnninal-railway 
abuses especially have '* grown np much more intensely and 
to an aggravated degree since the Elkins Act than ever 
befox^." ^ In 1902, m consequence of the exposure of 
wholesale rebates in the dressed-njeat traffic, etc,, temporary 
injunctions were issued against 14 leading railroads of the 
West, and while the matter was still before tlie court the 
Elkins Bill was passed, settling tlie injunction question iu 

wriU<?n, vfdt find th&t more than double the number of complaints of discrimi- 
nation have h&cn made to the Inten^tatc Commen^-e Commij<siou in the last 
three vearR, ainre the Elkins Law w&n passed, than in any eqnal period before. 
The complaints filed in 1^03, 1904. and i^5 coostitute more than a third of 
the whole nnmber of complaints from the beginnicg of the Commission in 
1887* The average nnmlH?r of complaint* per year from 1&87 to 1&02 inctu' 
«ive was 186, whJJe the yearly avcraj,'© for 1 903-1905 is 534 — mor6 than double, 
nearly threefold — and five-sixths of the suits entered charge fiict8 that con- 
Btitnte diBcriminatlon of serious character, and nearly all the rent in>T}lve 
diacriminatioD in some form. 

i» In the report for 1905» p. 13, the Coramieaion refers to the fact that in 
the reports for 1903 and 1904 fiome favorable comments were made on the 
effect of the ElldnB Law upon the practice uf paying rebat6R,and says ; " Fur- 
ther experience, however, compels us to modify in some degree the hopefol 
expectations then entertained. Not only have varioajj devjcej* for evading the 
law been bronght into use, but the actual payment of relmteA as mich has beee j 
here and there re^nmed, [It never atoppiid in a good many placet, judging b^ 
the La Follette facts and other evidence, including the statements of 
leading railroad men.] Instances of this kind have been established by < 
vincing proof. More frequently the unjnat preference is brought abotit hf^ 
methods which may escape the penalties of the law, but which plainly operate 
to defeat its purpose/' 

1* Jndg^ Clements of the Commis^on, Sen. Com* 1905^ p. 32881 
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&tor of the Commission. The raibroads, conyinced that 
rebates were dangerous, for the time at least, tamed their 
attention to methods of discrimination not so subject to 
injonction or other judicial disorder. To these they have 
given their main allegiance, though they have by no means 
abandoned the rebate* 



CHAPTER XVm. 

THE WISCONSIN BEVELATI0N8. 

In 1908, as stated in a previous chapter, Governor La 
Follette began an investigation of the railroads in Wiscon- 
sin, in relation to illegal deductions from the gross earnings 
returned by them as a basis for taxation. The investigation 
covered the period from 1897 to 1903, and it was found 
that $10,500,000 of illegal tax deductions had been made 
in that time, about $7,000,000 of which was in the form 
of unlawful rebates and discriminations. Every railroad 
of any importance in the State had paid rebates every year 
in large amounts both on passenger traffic and freight 
business. Here is a table of the rebates paid in violation 
of the Interstate Commerce Act and the Elkins Law by the 
leading railways in Wisconsin, so far as brought to light by 
the investigation : ^ 

Illegal Rebates Paid to Shippebs in Wisconsin, 1897-1908. 



Chicago, Milwaukee k St. Paul .... $1,346,237. •170,968. 

Chicago & Northwestern 3,023,810. 614,361. 

Chicago, St. Paul, Minneapolis & Omaha . . 515,323. 64,559. 

Wisoonsin Central 244,492. 82,475. 

**SooLine" 464,041. 89,807. 

Burlington 866,105. 

Other Baihx)adfl 158,677. 489. 

•6,118,689. •972,661. 

> See the admirable fommarj of the iuTeitigation by Ray Stannard Baker 
McCimn's Magazine lor December, 1905. 




These figures represent only part of the rebates really 
and do not touch in any way the va«t amount of 
&voritisni which does not take the rebate form nor appear 
m my cash item. 

Part of the Wisconsin rebates were paid on State busi- 
ness, but far the larger part was on interstate traffic. The 
Eltins Law, insteiid of putting an end to the pajnnent of 
rebates, as so many railroiid men liave declared, had no 
effect whatever, apparently, on the volume of rebates paid. 
Here is the monthly record of rebates paid in 1903 by one 
0/ the principal railroads operating in Wisconsin : 



January, 1903 837,000 

February 57,000 

March . , , . 47,000 

April 36,000 

May 25,000 

June 13,000 

July . , , . . , 101,000 

August 3-i,000 

September 40,000 

October ..,..,, 9,000 

November 666 

December 2,032 



The Elkins Act went into effect February 19, 190v3 ; yet 
the rebsites in February and March were larger than in 
Januar}^ ; and the rebates for July were nearly three time® 
tbe January figure. It is clear, however, that when the 
light of publicity was turned on by the investigation, which 
began September 29, 190S, the rebate payments that could 
be checked up on the books dropped from f46»000 in Sep- 
tember to $9,000 in October, ^m6 in November, and 12,032 
in December. Instead of paying cash rebates the milixDads 
began to issue a great many '" midnight tariffs," tliat is, mte 
fichedulea printed on purpose to give favored shippers 
advantages over others and then revoked or superseded 
as soon as the purpose has l^een iiocomplished, so that the 
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midaigbt tariff has, in a different way, done exactly what 
18 dune by the payment of the cash rebnte. 

The ini potency of the Elk ins Law is still further nhowQ 
by the fact that the UiUd rebatet^ paid by the railroads in 
1903 were greater Umn the rebatcij of 1902. The North- 
western road, for example, jumjjed from f 212,075 rebatet 
in 1902, before the Elkins I^w, to *41 0,476 in 1903, mostly 
after the Elkins Act took effect 

We have seen in C'hapter HI how President Mosher of the 
Northern Grain Company fought I^ FoOette's railroad re 
forms because of his deep sympathy with, and appreciation 
of, the righta of railroads that were paying his companj 
•80,000 a year in secret relmtes. Anotlier man who bit 
terly opposed La B^oUette, denouncing him as ** an inciter,** 
a dcmi^ogue, etc., was an officer of one of the refrigerator 
oompanies that carries beer for a big Milwaukee brewery. 
At the very time this ofllcial condt^mned 1^ Follette, his 
company was receiving fnmi one to tliree thousand dollars 
a montli in rebates from a single uue of the Wisconsin 
railways, in addition to the mileage profits on the cars. 
No wonder t!io brewers and their allies opposed aU 
progressive ruilraad legislation when they were getting 
$78,240 a year in mileage rentals, and many thousands^ 
more in secret rebates or commissions from the Chi^ 
cago, Milwaukee, and St Paul alone. These men wer^ 
strongly of opinion that there was hxw enough alremiy. __ 

An investigation in Minnesota a little before that ofl 
Wisconsin sho^ved precinely the same sort of facts, namely^ 
enormous amounts in relmtes were piud by tlie Clreat North- 
ern, the Northern Pacific, and other Minnesota railroads. 
But in the Minnesotii cases, to foresttUl further agitatioa 
and publicity, most of the niilroauls paid the additionaL 
taxes demanded by the State. ■ 

The railroads do not by any means confine their rebate 
operations to the Suites in wliich iheir lines are located. 
Th© case of the Camden Iron Works, recently before thai 
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:ate Commerce Com mission, shows that a railroad will 
half across the cuntiueat %vith a rebate in it^i hand to 
grasp important shipments. In this case tlie Northern Pa- 
cific gave R. D. Wood &; Co. of Philadelphia, the owners of 
tlie Iron Works, a rebate of 5 centH a Imndred on 1,500 
tons of ii'on pipe. The Great Northern, the Canadian Pacific, 
ihe Delaware & Hudson, and other roads had agents on the 
spot tiying to get the business away from the Pennsyl- 
vauia, which would natoiully have taken the shipment, but 
the 5 oent rebate carried the day and the iron went via 
the B, & Oo the Great Lakes, and the Northera Pacific. The 
rebate was paid by a check for 81,500, and no one but the 
traffic managers knew of the transaction, which would prob- 
ably never have come out except for the complaint of a 
traffic agent on the Pennsylvania, who had offered a relmte 
of 1 cent a hundred but did not get the business and was 
^refore blamed by his superiors. 




THE COLOEABO FUEL REBATES AND OTHSB CABB8, 



In the Colorado Fuel and Iron Case, investigated by the 
Commission in 1904 and 1905, it was sjiown that the Santa 
Fe has persistently violated the Interstate Act, the Elkins 
Act, and the injunctions issued by the United States Cir- 
cuit Court The Santa Fe tariff filed with the Interstate 
Commission May 24, 1903, and in effect till November 27, 
1904, made the rate on coal from the Trinidatl district, 
Colorado, to Deming, N. iL, $4,05 a ton ; but Mr. Biddle, 
General Traffic Manager of tl^e SanU Fe, testified that 
during all this time $1.15 of the $4.05 was always paid 
back by the railroad to the Colorado Fuel and Iron Com- 
pany, a concern in which the Standard Oil people are 
largely interested* Similar favors were shown the Colo- 
rado Company in respect to shipments from its mines 
at Gallup, N, M., giving that company a decided advan- 
tage over competitors, who were obliged to pay the fi 
rate.* 

It made a difference, also, who was to get the coal. The | 
Santa Fe carried Colorado Fuel and Iron Company coal to 
the El Paso and Southwestern for $2.90 a ton, while charg- 



^an- 



1 The luterKtAtc Commission sajn, " While givitig r«b«te« to the fuel and 
iron company from tariff rate*, it (the Santa Fe Railroad) charged the fuU 
tariff mtei! on interstate »hiprneiit« of coal by other fihippera in not only the 
geoeraj coal region involveii, hut in the game coal fieM This practice of the 
railway company resuUed in chwing market* for coal to Bhippani competitig 
with iho Colorado Fuel and Iron Company." 10 I. C. C D^cj». 473, Fehni- 
arjp 1905. 
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ing $3.45 a ton for hauling the same coal from the same 
mine to the same pointj Deming, when the billing was to 
the Southern Pacific, The El Paso could get coal on a 
rate of $2.90, while the Southern Pacific must pay $3,45 
and the published tariff rate was 84.05. Anybody on the 
line of the El Paso %vho stood in with the management 
could get the $2,90 rate, while his competitoi-s might be 
paying $4,05, 

Mr, Biddle testified as follows, December, 1904, in answer 
to the questions of Mr. Field : *' I say the freight rate w© 
got from the Southern Pacific was $3.45 at the time we 
were accepting $2.90 on coal destined to the El Paso and 
Southwestern/' 

" Me. Field. That is to say, at that time you were 
charging the Southern Pacific Rail mad Company $3.45 
per ton for transporting coal (to Deming), when you were 
charging the El Paso and Southwestern Railroad Company 
only $2.90? 

" Mr. BrooLE, Yes, sir. 

**Mr. Field, And all upon a published tariff which 
showed a rate of $4 to Deming? 

*'Mii, Biddle. No; the armngement we had with the 
Southern Pacific was an agreement as to what they would 
pay for their coal, 

" Mb. FrELD, You paid no attention whatever to the 
published tariffs? 

** Mb. Biddle. I don't know that we published a tariff 
on Southern Pacific coal at all. 

"Mr. Field. When you published a taiiff for the in- 
formation of the public and the Interstate Commerce Com- 
mission, it was with the reservation that you might modify 
that tariff to certain consumers as suited your business ? 

** Mb. Biddle. It did n't apply to coal when destined to 
tlie Southern Pacific. 

**Mb. Field. That is another way of saying that it 
did n't apply when you did n't want it to apply. 



12^; ^niK HKAin of thi: railroad problem 

*'Mu. IUijJjLK. It niC'jin.s just exactly what I said it 
meant. I said ttiat the rate we published to Deming on 
coal waa published with the full knowledge that it did not 
^>ply on coal destined to tlie Southern Pacific, or coal 
going to points on the £1 Paso and Southwestern. 

""Mb. Field. With whose full knowledge? 

" Mb. BiDDLB. With my full knowledge.*^ 

Tliat is to say : The law requires all rates to be published 
and adhered to, so that the Commission and the public may 
know what rates are being charged. The traffic manager 
publishes a rate on coal, knowing that he intends to give a 
secret cut rate to npecial customers, and then testifies that 
the secret rate is no breach of the published tariff or viola- 
tion of law because the tariff was published with his full 
knowledge tliat he was n't going to stick to it. The law in 
such case depends entirely on wliat the railroad manager 
whisi)ers to himself when he issues the tariff. If the man- 
ager says to himself, ^^ I intend to follow this tariff which 
I 'm sending to the Interstate Commerce Commission," then 
a rate lower than the tariff is in violation of the law ; but if 
the manager says, '' I intend to give the Southern Pacific 
and the ICl Paso lower rates than this tariff shows," then^ 
the tariff is issued with full knowledge that it doesn't appljr 
to Southern Pacific and El Paso, and cut rates to Southern. 
Pacific and El Paso and their customers constitute no vio- 
lation of law. 

The Caledonian Company was organized in 1888 to 
operate a coal mine at Gallup, N. M., on the Santa Fe. 

The company sold large quantities of engine coal to the 
Santa Fe. The contract expired in 1898 or 1899, and wag 
not renewed, the parties not being able to agree on the 
price ; but the Santa Fe continued to buy more or less coal 
from the Caledonian till 1901. Some time previous to the 
expiration of the contract, the other mines at Gallup came 
under the control of the Coloi-ado Fuel Company. An agent 
of the Colorado Company asked the Caledonian manager to 
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name a price on his property, but he declined to do so, 
**Soon after the Colorado Company took possession o! 1 
theae mines, the Santji Fe system stox>ped receiving engine l 
mi from the Caledonian Company/' The Caledonian bad 
a contract for engine coal with another roaJ, the majority 
of whose stock was owned by tlie Santa Fe. This con- 
tract was also terminated in 1903, the manager of the road 
atating that he did it, not because of any dissatisfaction^ 
but by direction of tlie purchasing agent for the Atchison.* 
The Caledonian sought other markets, but found itself 
handicapped by discriminating freight rates. Coal from the 
Colorado Fuel Corajmny's mines at Triiii<lad imd at Gallup 
'Was being suppUed at a price which just about equalled the 
height rate alone from the point of production to destina- 
;oiL For example, the rate on lump coal from Gallup to 
las Cruces was ¥5.65, and the coal was selling at the mine 
br tl.eo to $2.60 per ton ; yet Gallup lump coal from the 
Colorado Fuel Company's mines was Ijcing sold in Las 
ruces for |j5.65 a ton, exactly what the rival company, 
^he Caledonian, would have to pay in freightp The Cale- 
donian shipped coal to Silver City, N» M., paying the pulv 
■Ished rate, $5.90 a ton, while the Colorado Company was 
able to deliver Gallup coal at Silver City at ?5.75 total for 
freight and cost of coaL This was in April, 1900, Later, 
^^Kaledonian shipped to Silver City at a rate of $5.75 per 
^roTjnst what the Colorado sold for, freight and all. As 
Gallup, Silver City, and Las Cruces are all in New Mexico, 
■le Interstate Act does not apply to traffic between those 
points ; but *' Mr. Bowie (manager of the Caledonian) tes- 
tilied that he had made many shipments from Gallup to 
Paso, Tex., upon which he paid the published mte, 
id that he found the same competitive conditions at El 
^aso and at points in Arizona and Mexico which existed 
Silver City/' ^ 

■ 10 1 C. C. Beds. 475. 

• 10 L C. C. D©ci«. 476-480. While the CftledonUn Companj wai trying 
I get to market on cqu&I tstms with the Colorado Fad and Iron Company < 



1^ 



Tying J 
pany. J 




128 THE HEART OF THE RAILROAD PROBLEM 

The result was that tlie Caledonian and other mines were 
practically driven fiom the market, their business brought 
to a sUindstill, and tbe Colorado Fuel Company obtained 
a virtual monopoly of the trade tltat should have been 
divided with these companies. 

Bcfom tlie Senate Committee, 1905, in answer to a ques- 
tion by Senator Kean about the so-called discriminations 
in the matter of the Colorado Fuel and Iron Company and 
the Santa Fe Railroatl, Mr. Ileanie of the Colorado Fuel 
Company said : " This matter has been brought about largely 
by sensational newspapers, , , • The coal produced by the 
Gallup people is inferior/ carrjnng not more than half the 
heating power of our high-gi'ade bituminous. If the rail- 
roads have not extended to them the same rate they have 
extandetl to us» I presume it is because the people at Deming 
and El Paso, etc., do not want that fuel at any price.*' * In 
other words, the Gallup coal was so poor that the j^^ople 
Deming did not want it anyway, and so the railn>ad pu 
prohibitive i-ate on it to keep tlie fjeople at Deming fr 
buying it instead of the far superior Colomdo coal wlu< 
the people vrere determined to buy anyway. 

The Sun til Fe used to own and oix*mte roal mines, but in 
1896 leaded them to the C'olomdo Fuel and \mn Company 
uuderacoMtnu!t^ supposed to cover the question of freight 
rates. Aftei*ward a circular in reference to coal rates was 



thej got A letter from tlia SAnta Fi» trafllG office, Nor. 15, 1900, aJiyiEif thtt 
they conUI j^ell their coal to the Cohirmto Fnel tuid lrt>n Company, or kmtp it. 
Mr. Bidillf", however, when ehuwu the letter and questioned about it, iidmitt(*d 
the AuthorBhtp* hut aaltl he did not coiifltnie ttie kaier as aiiying anything of 
the kind. (L C. C. Siuita Fe lieariog, the. 1904, p. 154. The text of the 
lector is not giveD.) 

* There wiu r dispute about the reliit{ve «teom power of the coals fi^om the 
dtffereal local]*tiea» but the p^iiut doee D*t neeni to be mftterial. 

* Hon. Com. 1905, pp. 3072, 3073. The Caledonian had a f^ood market 
before the agreements between the Santa Ke and the Colorado Coal Company 
were made, mud it had mimy orders afterwards, but could aot fill them ea> 
oept at a Imt bix'ftuse of faToritiMm in freight rtites. 

* I C, C. QoariDg, Dec, IDW, pp. 135,148, Biddkw 
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issued from the central office of the Santa Fe in Topeka J 
It stated that coal originating at certain points (where 
the Colorado Fuel and Iron Company hwd mines) would be 
delivered when consigned to certain specified industries or 
partieB at prices covering both freight and cost of the coal, 
which total prices might be, as we have seen, no greater 
than the published freight rate alone. The circular was 
headed : " This publication is for the information of em- 
ployees only, and copies must not be given to the public,"** 
And it gave notice to Santa Fe agents that the Colorado 
Company's coal shipped to points on the Santa Fe was " to 
be billed at figures furnished by the Colorado Fuel and IroE 
Company which ^vill include the freight rate and the pi 
of coal." » 

The following questions of the I. C, C, counsel, Mr. 
Fields and answers by Mr. Biddle, the general traffic man- 
ager of the Santa Fe, are of interest in this connection ; 

" Mr. Field, You did not advise the Commission that 
the rate you made (on the Colorado Company's coal) in- 
cluded the price of the commodity ? 

" Me, Biddle. No. 

" Me. FmLD. Why did n't you ? 

** Me. Biddle. I did n't consider it necessary. 

** Mr. Fieud. I ask you categorically if you did n't 
do it with the intention of deceiving the Intei-state Com- 
merce Commission and the competitors of the Colorado Fuel 
and Iron Company as to that rate. 

" Mii. BiDDLE. No, sir. 



' Mr. Biddle says the coal rate circular was iastted bj bis authority and 
D1I64 * practice that wa» in effect when the Sauta Fe operated the minefl, 
fiiit he could not say whether it was ** simply cootinaed at the time the Colo- 
rado Coxnpatiy acquired the mines or whether there were uegotiatiotiA under 
which it was done'' (L C G. Hearing, Dec, 190-1, pp. 135, 136, 147, 148). 

• A copy of this circular hearing tlie name of the traffic manager of the 
Saata Fe waa taken without permissiou by a dealer at £1 Paso from the 
Baats Fe office there, 

* 1 C. a Sauta Fe Hearingi Dec. 1904, p. 8. 




** Mr. Field. What was your purpose, Mr. Biddle ? 

*^ Mr, Biddle. Well, we did it for business reasona. 

** Me. Field. What were Uie business reasons ? I want 
you to tell me the reascMis. 

*^ Mk, Biddle, We did it for reasons we did not con- 
sider necessary to tell ; on coal to intermediate points — 
the rate that we found it necessary to make to points 
reached by the El Paso and Southwestern, 

** Mb. Field. You say upon your oath now, that you 
did not do it for the purpose of deceiving the Interstate 
Commerce Commission or the competitor of the Colorado 
Fuel and Iron Company? 

** Me. Biddle, Whatever answer I may make here I 
am making under oath, ^ 

** Me. Field, Do you say that is so ? 

"Mb. Biddle. I repeat what I said. 

"Mb. Field. You did not intend to conceal from the 
Interstate Commerce Commission the fact tlmt that rate as 
published included the price of the commodity? 

*' Me. Biddle, We did it for business reasons. 

** Me, Field. I ask you for a categorical answer. Did 
you or did you not intend to conce^il from the Interstate 
Commerce Commission the fact that tliat rate included the 
price of the commodity? 

" Mr, Biddle, I decline to answer.'* 

In another part of tlie heanog, Mr Field said to Mr. 
Biddle : ** Can you say, Mr. Biddle^ how it happened that 
you issued a circular to youi* subordinates in which yon 
said, with reference to these coal rates, * To l)e billed at 
figures furnished by the Colorado Fuel and Iron Company, 
which include the freight rates and the price of coal ; the 
rates issued in the regular tariffs to be the minimum '? " 

*' Mb, Biddle. Yes, sh-. 

** Mr. Field, Will you tell us ? 

*' Me. Biddle. It is because the railroads — the Western 
railroads particularly — I don't know whether the Eastern 
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toaAs do it or not — have been engaged in the reprehenflible 
occupation of serving as a collecting agency for tlie coal 
companies, and those particular instructions were given so 
that the Colorado Fuel and Iron Company could sell coal to 
John Smith at a given place and charge him $1,25 and 
somebody else $1,50 for that same coal." ^^ 

When the document was presented in evidence before 
the Interstate Commerce Commission, counsel for the rail- 
way objected to its introduction on the ground that it had 
been stolen. 

Morawetz says that the rate agreement in respect 
**to shipments to the El Paso and Southwestern was a 
three-cornered arrangement made in New York in 1901 
between the Colorado Fuel Company» tlie Santa Fe, 
and Phelps, Dodge &; Co., who operated large copper 
mines and controlled the El Paso and Southwestern 
Railway," ^1 

Paul Morton, who was then the head of tlie SanfiU Fe 
traffic department, says that in 1901 the people interested 
in smelting and raining in Southern Arizona and Northern 
Mexico threatened to use Eastern coke or build a coal rail- 
road of their own unless lower prices were made on the 
coal and coke they were receiving at El Paso and Deming, 
They were large consumers, and their threat menaced a 
traffic worth nearly a million dollars a year to the Atchi- 
son system. To protect its interests the Santa Fe entered 
into an agreement with the Fuel Company and the El Paso 
and Southwestern people the terms of which were that the 
Fuel Company was to supply cool at $1.15 a ton, and the 
Santa Fe was to haul the coal to El Paso and Deming " at 
the very low rate of $2.90 per ton, which was in reality a 
division of rate, hot usually published/* And " the Soutli- 
westem people were to pay $4;05 for the coal which was 



^ I. C, C. SaoU Fe Hearing, Dec. 1904, pp. 146*148, 
n Seo, Com., 1905, p, 848. 
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to be used by the railroad itself and the industries along its 
line." ^ 

This arrangement was, in view of the rates charged ship* 
pers from other points and other consignees at El Paso and 
Deming, a clear violation of the common law and the Inter- 
state Commerce Act. A Federal injunction was served on 
the Santa Fe in March, 1902, forbidding departure from the 
published rates, and the Elkins Bill was pussed in February, | 
1903. The El Paso arrangement was not at the start a | 
defiance of injunction or the law of 1903, but became such i 
by its continuance after their issue. General Traffic Man- 
ager Diddle and General Freight Agent Gorman sent out 
general orders in March, 1902, and February, 1903, that the I 
kw was to be obeyed, and that *' no departuro therefrom | 
will be permitted so fur as this company is concerned," 
but the kw was not obeyed nevertheless* A general order 
of a railroad manager counter to the financial interests 
involved does not seem to count any more tlian a Federal 
injunction. 

The El Paso agreement was by no means the only breach 
of law in the case. Even the discriminations in respect to 
shipments between New Mexico points were in direct vio- 
ktion of settled principles of the common law. i 

The Commission found tliat the Santa Fe acted as agent 
for the Colorado Fuel Company in collecting from its cus- I 
tomers the price of the coal itself along with the freight 
rate ; ^ that for over five years (July, 1899, to Nov, 27, 1904) 

^ Mr. MortoD'a loiter to Presideat Rooeevch, Jtine 5, 1905. Sccretarjr M<»^ 
ton cQutinueB : ** The tariff coYenug this arrangemeot wft» puhlwhed ao u to 
«bow the freight rate to be ^.05 per too instead of the delivered price JU £1 | 
PlUio and Doming, and did not separate the freight rate from the coet of the 
coal at the miD«?9, ai it should bave done. UotD the inveatigmtion of the caae | 
by the Interstate Conmierce CommiaAion I did ttot know penooally bow the 
matter was being handled, so far aa the pnblicatioo of the tariff wai coucenied. 
Mj own ooanectioii with the case waa to see that the traffic waa secared to 
tbe Atchison raila, and after that details were left to aubordioatea." 

^* Mr. Biddle testified that the same thing had been dcpoe for other coal 
companie?, and in one ix&gtuice ml least it was shown that it had been doae for 
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the railroad had paid the Colorado Fuel Company a rebate 
of 81,10 to $1.25 per ton on fihipments to Deming; that 
the railroad and the Coal Company have " systematically 
and continuously '' violated the Interstate Commerce Act 
of 1887 and also tlie Elkins Act of 1903; and that from 
March 25, 1902, till Nov. 27, 1904 the railway had been in 
*' continuous disregard *' of the order of the United States 
Circoit Couil (in a suit begun at the instance of the Inter- 
state Commission) enjoining the railway to observe its 
published schedules of rates.^* 

Commissioner Prouty says: **In all my experiences with 
railway operations I never saw such barefiiced disregard 
of the law as the Santa Fe railroad and the Colorado Fuel 
and Iron Company have manifested in tlda coal case. For 
years the railroad company has received less than its pub- 
lished rates from the Colorado Fuel and Iron Company 
while its competitors have paid higher rates/* 

The counsel, Judson and Harmon, employed by the Gov- 
ernment to examine into the " alleged unlawful practices 
of the Santa Fe in the transportation of coal and mine 
Bopplies" reported to the Attorney General^ February 28, 
1905, as follows: "From August,, 1902, until December, 

the Victor Fuel Company, but in this case *' the price of the coal and the rate 
of freiglit were kept entire) j separute, the price of coal being treated in the 
natare of an advance charge." The CommiA»ioD says further '* If the Colo^ 
rado Fnel and Iron Company had tn all cases paid the pablished tariff rate 
vrbich waa exacted from other ehippers, the fact that the price of the coal and the 
freight were included in a single item would have worked no practical advan- 
tage to that company so far as we can see. Neither, apparently, would there 
have been any reason for this arrangement if the purpone of the jiarties had bee it 
honest. If, however, there existed npon the part of the Santa Fe Company 
an intent to charge the Colorado Fuel anil Irou Company leSA for the trans- 
portation of itt» coal than the published rate, it i« evident that this method of 
billing would afford a ready roeaus for concealing the transaction. In point 
ol fact, dnnng the entire period covered by this investigation (July 1899 to 
Kov. S7. 1904) the Santa Fe Company drd tranitport coal for the Colorado 
Foel mod Iron Company for less than its open tariff rates, and these coneea- 
tiocw mmonnted in many cases to the price of the cool itself {10 L C. G. 
Deda. 482, Feb. 1905.) 

w See 10 L C. C. Deda 473, 487. 488, Feb. 1, 19OT. 
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1 904^ the railway company codUoqoubIj traimporied cool 
for the Colorado Fuel and Iron Company at Ims thao Uia 
publiahed ratea then in force, from various poinla in Colo- 
rado and elsewhere to El PaHo» Tex., Iteming, N, M,, and 
other places, to which such transportation was mterstate 
commerce. 

** This was done by secret arrangement between the two 
comimniefs under which the coal ^-as apparently billed at 
the published nite of freight, although in fact tlie price of 
the coal was included. The railroad company collected the 
amount shown by the billing, and paid over part of it to 
the fuel cnropany as the price of the coal, making the real 
clnii^e for transportation Icsji than the pubUshed rate by 
just that amount At the nume time the rates given and 
charged other shippers were the published tariff rate^ 
witliout any deduction. 

**Thi8 phin, and the way it was carried out, plaiidy 
inflieat<3 an intention to deceive the Government and the I 
public, and Uy enable the fuel company to gain a monopoly 
of the coal supply at the points involved by giving them a | 
Btrong a<:lviinUigc over competitors in the actual cost of i 
tmnsporttition. The motive for tlios favoring the fuel I 
company does not appear in the evidence thus far taken, I 
but the fact is clear, i 

"This secret arrangement with the fuel company in- ' 
volved the carriage of hundreds of cars per months The 
concessions from the cHtablished rates must have amounted 
to about a million dollars for the two and one-half years 
during which they were granted; and it is incredible that 
this Hcheme was devised and carried cut by any authority 
but that of tiio cliief otBcers of the railway company, who 
were in control of its traffic department. And it was the 
duty of each and nil of these oflicers to see that the injunc- 
tion (of March, 1002) was obeyed," 

The special counaul reco!ntueudcd that " the Atchison 
Company and all its principal officers and agents who had. 
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Itiring the period above named or any part thereof, power 
and authority over traffic agreements and freight rates, be 
arraigned for contempt of court/' 

President Roosevelt has directed that proceedings for 
contempt be taken against the companies in the Colorado 
Fuel Case and the Intcraational Harvester Case, but will 
not proceed against individual officers personally in any 
case until the department is in possession of " legal evidence 
of wilful and deliberate violation " of law on their part, 

I went over the Santa Fe while these secret discrimin- 
atjous were in full blast, and met Pmaident E. P. Ripley, 
Vice-President Paul Morton, and other high oflScials, who 
impressed me so favorably in our talks about rates, discrim- 
inations, etc., that I wrote in my notebook rf*' I beUeve I 
have found one honest railroad in America, honest at least 
in intent, whatever deviations from principle the system 
may force upon it/^ Mr, Spearman evidently got a simi- 
lar impression, for he says : ^* The Santa Fe has eliminated 
preferential rates entirely from its own traffic problems ; 
and this sturdy determination to put all shippers on a just 
and equal footing, to maintain open and even rates, is the 
keynote of President Ripley's successful strategy J' ^^ 

This is stronger than the impression I received, which 
was that discriminations did exist and it was not thought 
possible that they should cease to exist, so long as compe- 
tition continues, but that there was an earnest purpose to 
eliminate them so far as possible. Notwithstanding the 
Colorado Case and others mentioned hereafter I still think 
that the present administration of the Santa Fe is on the 
whole relatively vcrj^ honest and very admirable.^* 

M "Stnitegy of Great RailroadB," 1904, p. 167. 

1^ I confesA, however* that I do not see how* io the light of the records in 
the Colorado Case, ihe Santa Fe counsel could teU the Senate Committee 
thb jear that hU road had made no dtseriminatiDg rates (see above, p. 1 14). 
Neither it it eafiy to see bow Mr Btddle could testify that he had not known 
of the parment of any rebates for 12 yearn. The Commission suy» the Santa 
Fe paid rebatee to the Fael Company till November, 1904, and other prefer- 
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President RooeeTelt wms led to m smOar eoDcttmaa bj 
the frmnk and nuoily sUnd tiken bf Pul Morton in h^ 
testimony in the Dresaed-mest Heszings^ Jan. T,1902. In a 
letter to Mr. Morton, June 12. 1905, tlie PRsident ssjb: 
*^ At the time when y on gave this testimony the Interstate 
Commeroe Law in the matter of rebates was practically a 
dead letter. Every railroad man admitted priratdy that 
he paid no heed whatever to it, and the Interstate Com- 
merce Commission had shown itself absolotely powerless to 
secnre this heed. When I took ap the matter and en- 
deavored to enforce obedience to the biw on the part of the 
railroads in the question of rebates, I encountered violent 
(^position from the great balk of the railroad men and a 
refusal by all of those to whom I spoke to testify in public 
to the very state of affairs which they freely admitted to 
me in private. You alone stated that you would do all in 
your power to break up this system of giving rebates.^ It 
was this, the President says, that led him to invite Mr. 
Morton to take a place in the Cabinet 

The high character and ability of Mr. Morton and Presi- 
dent Ripley and the fact that the Santa Fe management 
seems to represent high-water mark in railroad honesty, 
g^ves great importance to the Santa Fe cases, and the atti- 
tude of her leading officers towards the law, and the princi- 
ple of impartial treatment of shippers. 

Paul Morton is reported to have said to a representative 
of the Chicago Dailt/ News, December 31, 1904 : " What 

enoes lutre been unearthed, as we shall see hereafter. Some shippers and some 
ooDsigDeee have had better terras than others. Mr. Biddle does not call these 
preferences rebates. The Commission sees that when the Santa Fe coUected 
the published freight rate, $4.05, from the £1 Paso people and paid for the 
coal ont of that, instead of collecting the $4.05 as freight and leaving the EI 
Paso folks to pay for the coal in addition, the effect was the same to the El 
Paso people as the pajrment of a rebate eqoal to the valne of the coal, and 
the same to the Fuel Company in respect to securing a monopoly of the mar- 
ket, and so the Commission, looking at the substance of the matter and the 
form too so far as could be judged from the published tariff, called the pay- 
ments rebates, or payments out of, or deductions from, the regular tariff 
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Mr, Biddle did was exactly right, in my judgment, and if I 
had been in his place I should have done the same thing." 
And President Ripley is stated to have said to a reporter 
for the Inter- Ocean^ " It was not rebating. It was simply 
a figure agreed upon by private contract. Mr. Paul Mor- 
ton %vas cognizant of it, and though his name may not be 
affixed to the order, he was the man from whom Mr. Biddle, 
ttie freight traffic manager, got authority to haul coal for 
the Colorado Fuel and Iron Company on the terms named.'* 

'* Did you also know of it, Mr. Ripley?'* 

** Why* yes, as I know of all of our business. I consider 
it abeolutely legitimate, and will do it again to-morrow if I 
like." 

Knowing that serious misrepresentations have appeared 
in the papers, — for example, that Mr. Morton was a stock- 
holder in the Colorado Fuel Company, and recreant to 
AtcluBon Interests, which was untrue, as Mr, Morton had 
Bold his stock in the Fuel Company and all its auxiliaries 
when he left its employ before entering the service of the 
Atchison in 1895 — knowing the frailty of newspaper re- 
poiiis I wrote to President Ripley and Paul Morton asking 
if it were true tliat they had said Mr. Biddle did right in 
making the arrangement with the Colorado Fuel Company in 
respect to the rates to Deming^ etc. They replied as follows : 

Tqb Atchison, Topeka <k Santa Fe Railway System. 

Pj-esidetit'a Office, 

CmcAGO, August 22d. 1005. 

Dear Sir, — I did say to the Press that Mr. Riddle's 
action in making Uie rate was exactly right The whole 
trouble arose from a mistake in our tariff printing depart- 
ment in confusing the actual rate charged with the amount 
to be collected at destination. It was our custom, and that 
of all the other fuel roads in Colorado, to collect at destination 
the price of the coal as well as the freight rate. Inasmuch 
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FBBB CARTAGE, STATE TRAFFIO, DEMtmRAOE, THE EX 
PENSE'BILL SYSTEM, GOODS NOT BII4LED, MILLTNG-IN- 

TRA>'SIT* 

Ik a recent St Louis case it appears that the railroads wert 
payiDg 6 cents a hundred to transfer companies for carting 
goods across the river from East St. Louis to the depots in^d 
St. Louis. They paid the sanio amount to the Grant Chemi*^ 
cal Company for hauling their own goods across tlie river 
and also to the make-believe trannfer company of the Sim 
mens Haahvare Company, the traflic manager of whic 
organized the company's own teams into a little transfei 
company on piii-pose to get 5 cents per hundred from the 
railroads. Other gliippers were refused the 5 cent teaming 
allowance* The Interstate Commission held that the pay- 
ments to the Chemical Company and the burlesque Sim- 
mons transfer company were unlawful rebates.^ 

Traffic within a State not subject to the Interstate Com- 
merce Act is carried at low rates for favored shippers. 
Sometimes the shipper pays the full interstate rates in con- 
sideration of receiving preferences on shipments witliin the 
State to which the Interstate Act does not apply. Allow- 
ances and advantages are accorded in handling and storing. 
Commissions are paid, and goods are bille<l at less than 
actual weight. And goods are shipped under false classi- 
fication or to a false name under the *' straw man *' system. 
This system is thus described by Mr. Gallagher, representa- 



t I C. C. Decifl. 73^ March 25, 1905. 
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tive of the Merchants' Exchange of SL Louis : *' Instead 
of billing that stuff to the man I have sold it to I bill it to 
a fictitious man, or straw man. On the bills he is the act- 
ual shipper. I do not see him at all, don't know anything 
about him, but he bilLd the stuff to the man that I want it 
to go to» my customer, and it will go tlirough aU right, and 
by and by the straw man sends me a check for a rebate* 
You cannot find liim ; at least, I liave not been able to do 
it- That was also described to me by a man who practices 
it,'^ ' Some shippei's are alloweil to let carloads lie 15 days 
without demurrage, wliile others have to pay for the car 
service they get.* In the West 1 found many instances of 
this. In Butte, for example, one mining company does 
not have to pay any demun-age, while other companies are 
charged with demuiTage. 

Railway purchasing agents are instructed to buy supplies 
m parties who are large shippers, and these agents buy 
prices which affoid such shippei-s all the benefits tliey 
would get from a i-ebate on the freight rates.* Tliis is, in 
fact, only another way of papng rebates. The allowance 
of fictitious claims is still in vogue.^ 

Abuse of the " rebiUing privilege " or the " expense-bill 
system " is still in full bloom. Rebilling properly relates 
to the reshipment of goods received in unbroken carload 
lots, so ad to make them complete a continuous trip at the 
through rate from the point of origin to final destination. 
But it appears from a case passed upon this year, 1905, by 
the Supreme Court of Mississippi, that merchants in Vieks- 
burg receiving freight over the Vicksburg, Shreveport and 
Pacific Railroad ai-e allowed to use their " expense bills," 
showing the amount of freight received over that line, in a 
that enables them to get reduced rates. Within 90 
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dMjB €i the dftte ci tmj e xp e n s e bill the holder can ship out 
over thst road an eqiud quaotitjr of freight not necessarily 
the same he had received, hot anything he chooses. By 
this means the Yicksbnrg merchants can get grain by 
barge and ship it oot at 8| cents, while the merchants of 
Meridian hare to paj 10 cents on similar shipments, and 
the low rate was not available either for merchants in 
Vicksburg who did not deal with the said specially favored 
associated line having the through rate.* 

In a still more recent investigation (July 1905) by the 
Interstate Conmussion at Louisville, Ky^ it appears that 
on presentation of an expense bill for each car of grain 
from St. Louis at any time within the preceding 90 days, 
the Louisville dealer may ship an equal amount of grain 
on to Atlanta at a rate- 3 cents per hundred below the 
tariff from Louisville to Atlanta. One day during the 
hearing 67 expense biUs were presented in evidence, some 
of which had been altered and the rest duplicated and even 
triplicated with the result of giving the guilty shippers an 
unlawful advantage of 3 cents a hundred over their com- 
petitors selling grain in the southeastern territory. Many 
of these bills were admitted to be forgeries from beginning 
to end, while others were altered by erasing the original 
words and writing in others. For example, wheat was 
sent as bricks by erasing the word ^^ bricks " on an incom- 
ing bill, writing in the word " wheat " and using the altered 
bill to forward a car of wheat at the expense-bill discount. 
Every one of the bills in the bunch we are speaking of was 
in favor of a single Louisville fiim which does an immense 
business in the Southeast 

In other cases goods are not billed right Dealers have 
been known to ship cutlery as iron bolts, and dynamite as 
dried apples. False billing as to weight is practised both 
in freight and express shipments. The carrier acts in 

« Sen. Com. 1905, pp. 2484, 2490. 
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collusion with the shipper in some cases while at other 
times the carrier is among the defrauded. 

Sometimes large amounts of freight are sent without 
ing billed at alL *' I know of a point,'^ said Mr, Davies 
Chicago, representing 70 fruit associations of that city, 
where 150 cases of stniwberries were systematically 
loaded on a ear upon which there was never any freight 
id, and the rate was 21 J cents a crate.*' 
** Senator Kean. How long ago ^vas that? 
*'Mk. Davie.s. a year or two ago. It is done to-day, 
*'SENATOii Kean. Do you have knowledge of it? 
** Mr. Davies. Yes ; and so can you, if you go around 
the freiglit yards. 

** Senator Kean, Is this knowledge of yours a guilty 
uowledge ? 
*^Me. Davies. I just a moment ago told you not, and 
further, I will offer to this committee the records of my 
■^usiness. 

^B *^ Senator Kean. But you say you know these 
^Bfaings are being done and have made no complaint. 
"^ ** Mr. Davies. Have n't I ? I would like to show you 
these papers that have been nursed by the Interstate 
Commerce Commission for a year." 

Mr. Prouty of the Interstate Commerce Commission 

: ^ *' I knew some years ago that a trainload of wheat 

transported from Minneapolis to Cldcago for nothing, 

ere was simply no recoi^d of that shipment on the lx)oks 

the railroad/* 

*♦ Senator Citllom. What object had they in doing 
at? 
Mr. Prouty. They wanted to prefer that man that 
the wheat. Instead of paying a i-ebate they carried 
the shipment for nothing." 

The power to give or withhold the milling-in-transit privi- 
lege is a serious means of discrimination. The Pennsyl- 
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vania Railroad, for example, grants this privilege to mills 
west of Pittsbui'g^ but denies it to millei-s at Han-isburg.^ 
The CommiBsioii decided that the allowance of the privi- 
lege of loilling'iij-tniusit by a can-ier to shippers ill one 
section must be without wmngful pi-ejudice to the rights 
of 8hipi:>ers in another section served by its line. But 
the evidence in tin;!* C4ise wius t<-)o nie^igre and ineoniplete to 
enable the Commission to make any onler in tiie premises 
involving the general extension of milling-in-transit privi- 
leges into a territory where such privileges had not been 
previously allowed. 

By refusing to accoid the miUmg-ui-transit privilege^ 
to some when it is gnmied to others the railroads may 
crush a mill more etTeetivoly Uuin it could be done by a 
hail storm in which each hailstone weighed a ton* The 
big Atlantic Flour Mill at Beach and Given Streets, 
PliiladeljJiia, was rendered useless by the Pennsylvania 
Railroad s refusal to extend to it the milling-in-transit 
privileges enjoyerl by other Philadelpliia mills,*^ 

Western roatls give saw-mills operating on their lines 
and having logging roads an allowance of 2 to 4 cents per 
hundred lbs. on the through rates. Roads east of the 
Mississippi decline to make any such allowance, so that 
the Western mills enjoy an advantage of 60 cents to $1.80 
per 1000 feet in the through freight rates,^ 
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• 10 I. C. C. Deck 675, April IK 1905 : Rep. Dec. 1905, p. 39. 

■ Under the millin^in-tmuj^it privilege gruin niay be shippecl infco tbe 
from the West, ^mutid, and jshippod out fTorii the mill to New York or other 
destination at a total cont bnt little j^r^ter than the utraigUt throngh rate 
from the West to New York. Rut a mill withont this privilejETO mnst pay the 
rate from the We^t to Philadelphta, and then the IocaI rate from FhUadelphift 
to New York, making the total cont very much greater. 

tA Some Htroug statements ahoat this case may be fonnd in the PhO^ 
delphia Norlh Amerwan Augunt 13, Augtut 20, and other datet 
AttgttPt, 1903. 

u Sen. Com. 1905, p. 2434. See 10 L C. C. 1»05, p. 505. 




** Midnight tariffs" or ''flying tariffs," cimnged while 

I you wttit,^ are used to give rebates and preferences all 
"Wool and a yard wide, strictly gilt-edged and in accord 
'^ith the statutes made and provided for the publication 
and observance of schedule rates. 

When a big shipper gets ready to send a large amount 
of freight the milroads will suddeidy make lower rates, 

I publish tliem just ia time to fulfil the law, and tlie moment 
the shipment in made the lower nites are withdrawn. For 
example a miller contracted for 17,000 bags of flour. At 
400 to the car, 17,000 bags will make quite a string of 
freight. He went to the railroad folks and got a cut rate 
of 5 cents a hundred on that amount. They slapped Ln 
_ one of tliese *' midnight tiiriffs,*' published it, and gave 
^notice of withdniwal just as soon as the contract was 

fdled.^ 
^H In the spring of 1905, a grain merchant who ovraed lai'ge 
^Pelevators, accumulated about 20,000,000 bushels of corn. 
^^When he got ready to ship, the railroads reduced the tariff 
^2 cents per bushel, so that he could ship at a low rate,^ 

^" 1 Thin triek was reaorted to by the oily people many yean ago, but tb© 
failro«ds, reiUizing its potency id eludiug the rebate probtbitiouB, have lately 
eirtended it^ sphere of asefoliiesB and it h becoming quite frequent. See 
Sen, Com. 1905, p. 2123. 

* Ind. Com. iv, 544. The name "midnight tariff" by which this scheme 
if known probably fits the case, bat " fljiog tariff " is perhaps still more 
appropriate^ 

* Outlook, July 1, 1905, p. 579. 
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In some cases discriminations are the result of intentional 
mistakes in printing rate-schedales. A tariEE is printed with 
a 3, perhaps, in place of an 8, so that a rate of 88 appears 
as 38, or a rate of 82 as 32, After a few copies have been 
printed and sent to favored shippers the error is conven- 
iently discovered and the schedule is corrected for all 
ordinary shippers. 

The payment of elevator or commission fees continues to 
be a means of discrimination beyond the reach of the law 
as it stands to-day. Some lines which have buyers on their 
roads who own elevators at terminal points allow an ele- 
vator charge or commission to their buyers, usually 1 J cents 
per hundred, which constitutes practically a rebate or pref- 
erence not accorded to other shippers. Oflier lines which 
have no elevators pay a rebate to tlieir buyers equal to the 
elevator charge.* 

A judgment has been obtaLued for $5,600 damages in 
favor of the Kellogg Elevator against the Western Elevator 
Association and the four trunk lines — the New York 
Centml, the Erie, the Lackawanna, and the Lehigh — on 
the ground of conspiracy to ruin the business of the Kel- 
logg Elevator by discrimination in freight rates in favor of 
the elevators in the Combine. The chai-ge was that the 
railroads contmcted to pay the ele\^tor trust i cent per 
bushel for all grain shipped on their rails from Buffalo, 
whether it was elevated from lake vessels by the Elevator 
Trust or not. So, in effect, the Elevator Trust wt^s given a 
rat« of I cent per bushel cheaper than the Kelloggs could 
get, and also that premium ou the Kelloggs' business. The 
verdict of $5,600 was for three weeks' operation of tlie con- 
spiracy. The Kelloggs claim that the annual damage to 
them from discriminating rates amounts to $50,000 or 
$75,000. The case is now pending on appeal to the Su- 
preme Court of New York, 

« Sen. Com, 1905, pp 2911 » 2912, Commissioner Prouty; ai23, President 
Stickue}\ See »}mo p. 3231, aad 10 L C. C Decii. 317. 
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In the investigation now going on in Kansas City (July, 
1905) it appears that some elevator men get double rebates, 
while others get no allowances at all from certain roadB. 
E, O. Moffat said he got 1| cents a hundred from the 
Union Pacific, Rock Island, Burlington, Santa Fe, Alton, 
and Missouri Pivcific, but got nothing from the Milwau- 
kee. That railway he believed paid an allowance to the 
Simonds-Shields Company but refused to allow him any- 
thing, though he is a heavy shipper,^ 

M, H. McNeill, representing the Chicago and Great 
Western, admitted that the custom was a senseless one 
and a wrong one, but said it had been started at Omaha 
and had to be adopted at Kansas City. E, P. Shields of 
the Simond^-Shields Company was asked by Commissioner 
Ccokrell ; *' When such allowances are made are not op- 
portunities for discriminatioH and the granting of rebates 
opened up?'* 

** Certainly," he replied. 

*' I believe there are some abuses to-day regarding tJie 
matter of allowances which ought to be corrected," said 
the witness. 

** Do you believe double or triple allowances have been 
made in Kansas City?" asked Mr. Barry. 

" I don't know of ray own knowledge," replied the wit- 
** but I 8U8x>ect that Uiey have been." 



* Mr. Moffat waft asked if he thonght the anowances oti^ht to bo Tnade. 
He said : ** I thtok that it ought to b« mndG to the big ahippeni. I think the 
mati who 0hipH 100,000 bnfthels a month ought to get a little better deal than 
the man who ships only 1,000 boaheb a year.*' 

Coramiwioner Co^-krell replied : " There i» where I think jon are entirely 
wrong. No guvemmeut rould live under such a condition. The rich wonld 
aoon abeorb everything and the «matl man would be wiped ont of existence. 
The whole buBincAA we are on now started from a railroad giving a man a 
ftebate. The minnto the railroad does a thing like that it opena the way to a 
•wisdling petty graft and bigger grafting and crooked work. It is wrong, 
«I] wrong. It is so wrong that nobody knows what to call it Down in Loni^ 
▼tUe they call it a ' cwag.* Uer« you call it an * aUowaace** It is all wrong." 



CHAPTER XXIL 

CmOfODiTfT DIBCKOmAZiOSB. 

Uvr AIE dkcnminMtiotm in respect to fpectil ( 
are verj ccmxmm. The New Hat«i and Haitfonl diaigeB 
$80 Ac^on peaches from New York to Boston, S28 mileBi 
while the isawe peaches come fiom Georgia poinia to New 
York, 1150 miles, for $162 a car. The Commisdioa sajra 
the $80 rate is arbitraiy and tmjost and that $50 a car woald 
be a reasonable charge.^ 

Itie Atlantic Coast Line Railroad made its rate on 
peaches depend on the valuation put on the fruit, in order 
tiiat by increase of rate in proportion to valuation, ahippers 
might be led to put low valuation on their shipments and 
so provide tlie railways with an argument against paying 
the real damages in case of accident or loss.' 

From some places shingles are carried at rates as low as 
those applied to lumber, while shingle shippers at other 
points [>ay more than the lumber rates. This is held an 
unjust discrimination against shingles, and against the 
places and shippers that pay the high rates.* 

Kailroads make high rates on ties, higher than on lum- 
ber, in order to prevent their shipment to other parts of the 
country, and so diminish their value and lower their cost 
to tlie discriminating railroad. The president of one rail- 

» 10 I. C. C. Dec!i. 274, June 4, 1904. 
> I hid., 255, Juoe 4, 1904. The practice wai held nnjiut. 
■ Ibid., 489, Feb. 2, 1895. Duluth ShiDgle Co. v. Northern Pacific, 
Great Northern, Chicago, Milwaukee and 8t. PMil, and other railroada. 
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road stated the policy clearly : •' We are sinnply following 
what we consider our interest, which is to prevent the ship- 
ment of tie lumber,"* 

Early this year, 1905, the South Side Elevated road of 
Clucago wanted 400 carloads of ties. The blanket rate on 
ties from the entire yellow pine belt to Chicago ia 26 
cents per hundred lbs. On shipments originating between 
Luzon^ La., and Pearl, Miss., the Illinois Central made a 
special tariff (March 22 and April 6, 1905), fixing the rate 
on tie^ at 26 cents per tie, each tie to be billed at 130 
lbs. This was equivalent to a reduction of the rate to 
20 cents per hundred lbs., and no shipper outeide of the 
favored region could compete in the Chicago market- It 
is suspected that the party who got the Elevated contract 
knew beforehand that the railroad would issue this special 
tariff, and w^as therefore able to underbid competitors in 
perfect safety.^ 

A rate of 90 cents a ton is charged on coal for a special 
use such as railroad supply, while the same coal must pay 
$1.85 between the same points if intended for manufactur- 
ing or other industrial domestic use,® 

It is unjust discrimination to charge more for carrying 
cattle and hogs tlian for carrjang packing-house products, 
and the desire of the carrier to get more business by so 
doing is no excuse." 

The railroads have carried dressed meats from Omaha to 
Chicago at 18J cents, while charging 23 J cents on live-stock 
from Iowa points nearer Chicago. The packer could buy 
the cattle at Fort Dodge, Iowa, ship them to Omaha, kill 
them and ship the dressed carcasses to Chicago, cheaper 
than the live-stock owner at P^oit Dodge could ship the 
little to Chicago. Some yeai-s ago on arbitration, Mr, 



< 10 L C, C, Decis. 452. Jm. 7, 1905. 

• Ben. Com. 1^5, pp. 2432, 2433. 

• 11 I. aC. Decij. 104. 
Y 10 ibid,, 428, Jan. 1905. 
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Fink and Judge Cooley being the arbitrators, it was de- 
cided that the fair ratio between live-dtock and dressed 
meats from Chicago to New York would be 26 cents per 
hundred for live cattle, and 45 cents for the dressed 
carcass. But the railroads have reversed this relation, 
although the Interstate Commerce Commission has decided 
that the rate on dressed meats should be higher than on 
live-stock** 

Recently, January 1905,* the Commission has i^eaffirmed 
its decision of 1890 and held that it is unbuvfal to charge 
more for transporting hve-stock from Missouri River poini 
and St. i'aul to Chicago than for carrying packing-houi 
products between the same points, but the Beef Trust 
cares nothing for the opinions of Judge Cooley nor for the 
orders of the Interstate Commerce Commission, and 
Trust controls the railroads. 

On shipments from Chicago cast to New York the rai 
are 28 cents per hundred and 45 cents on dressed beef, 
Formerly the same rule applied in the West, but when the 
Beef Trust began to build up great packing-houses at 
Omaha, Kansas City, and St. Paul, they wanted to ma 
the rates on cattle from the West to Chicago higher tl 
the rates on beef, so as to fcjrce live-stock to come to their 
stockyards on the Missouri River where tliey had a practi- 
cally absolute monopoly, and the railroads obeyed their 
behest. Shippers f(>ught the change, and in 1890 the In- 
terstate Commission ortlered the n^ilroads to desist from 
charging more for live-stock products than for packing 
house products. The railroads did not ilare to raise 
mour*s rate on dressed heef, so they reduced the livenil 
rate to 23.1 cents, the same as the rate for dressed meal 



ist 
ilie 

the ^ 
. at 



« Son, Cora- 1905, pp 3426. S4S7- S. H. Ctmrnn, Attorney of Cm 
Growers' Intorstttte Comtnittoe; Chicago Board of Tnde v. 0**4 A* B. 
4 I. C. C. DeciJi. 158. 

» 10 L C. C. Decis. 42S. Chicago Li v©- Stock Exchiago tf, Chicago tad 
Gie^t Western. See &1ao L C. C, Rep. 1005, pp. 42, 6S. 
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Armour then demanded and received a rebate of 5 to 8 

cents a hundred lbs* on packing-house products. The 

rebate was secret at first, but after the Elk ins Bill was 

passed the beef men made a contract with the Great 

Western road at the rate of 18^ cents and the rate was 

published. The cattle rate remained at 23j cents so that 

Armour and his railroad allies were again in open defiance 

of the orders of the United States Government issued 

through its Interstate Commerce Commission, The new 

I decision of the Commission, January, 1905, requiring the 

■railroads to charge more for live-stock than for live-stock 

V products has not been obeyed and is not likely to be. ^^ 

W '* Could anything more clearly show the power of the 

Trust," says Mr. Baker, " than this reversal of the order of 

mte-making as manifested in the tariffs east of Chicago, so 

that beef, the high-priced product, is shipped at 18i cents, 

while cattle* tlie low-priced product, is shipped at 23 J cents, 

simply to enable the Trust to close the Chicago market — 

the befit market in the country for export cattle — to thou- 

sands of western cattle growers? They cannot afford to 

ship live-stock to Chicago at 23| cents when the Tmst can 

ship the products of the same cattle, weighing only BO or 

70 percent as much as the live animaK at ISJ cents. They 

^are therefore compelled to ship to Missouri River points 

^■where the Beef Ti-ust is in absolute control/' 

H A rate of f 1.25 per hundred lbs. on oranges from Cali- 

l^fomia to points on and east of the Missouri River, while 

lemons are carried for $1 to the same points — is held 



I 



^ The United States Circuit Court ha* re fused to enforce the order of the 
CovstnissioD on the j^roond that the Chinigo Great Western reduced the rate 
lor ooinpetitive reasons to get \t» iihare of the tariff. The CommiBsioo jostlf 
t^j» : '* U the decision of the Circuit Court in thii case it sound aaj carrier 
U JQsiifled in making the widest discriminations in rated as between competing 
rominodttiest, regardless of the effect upon lionfavored industries, b^ slinplj 
aesening the existence of general competition and th(> desire to tncreaae th«* 
traf&c iu particular commodities over tt» line.'* 

L C. G. Hep. December, 1905. p M, It i« to be hoped that thi» c 
go upoa appeal and a reyersal of the Circuit deciskm bo obtaiaad. 
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unreasonable.^^ A higher charge on rye and barley than 
on wheat is unjust.^' 

Western millers complain that the discrimination between 
flour and wheat on shipments to the East is causing them 
much injury and will put them out of business. The Com- 
mission decided that the diffei-ence should not exceed 2 
cents a hundred, but it has no power to enforce its order 
and '^frequently for considerable periods there is veiy 
great discrimination between the rates on flour and the 
rates on wheat." ^^ 

Railroads can discriminate against a whole industry by 
advancing rates on particular commodities above the tail 
level, as illustrated in the recent advances on hay and 
lumber.^* 

11 10 I. C. C. Decis. 590, Feb. II, 1905 ; Rep. 1905, p. 31. 

^ CaDnon Falls to St. Louis. 10 I. C. C. 650, March, 1905. 

" SeD. Com. 1905, p. 1775. Mr. Bacon of Milwaukee, speaking for a 
convention of shippers. 

Rates to Texas also from Kansas and Missonri points are 5 cents per 
hundred higher on flonr than on wheat, and this differential is not applied 
on shipments in any other direction from those points. (10 L C. C. Deds. 
1904, 55.) 

i« I. C. C. Cases, 707, 1905. 



CHAPTER XXm. 

DISCRIMINATION BT CI*ASSmCATION. 

The intricaciea of classificatian a£Ford boundless oppor- 
tunity for favoritisin. Classification is always more or 
lees arbitraiy by necessity, and is frequently more arbitrary 
than necessary. One industry or wholesale trade is often 
cluuged two or three times as much as another for tlie 
same service. The New York Railroad Commission found 
the railroads charging twice as much on dry goods as on 
coffee or sugar and protested against the rule as utterly 
indefensible, but the raili-oads refused to comply with the 
request for a change. Iron and coal cost less to transport 
than grain, yet the ton*mile rates on iron and coal from 
Pittsbuig have been at times for years together from 2 to 
6 times the rates on grain from New York to Chicago. 

In 1890 the Intei-state Commerce Commission ordered the 
railroads to transfer soap from the 5th to the 6th class. In 
1900 the railroads clianged it back to 5th class in carload lots, 
and from 4th to 3d class in less than carload lots, but if 
shipped in mixed lots with dressed beef it goes as 5th class. 
So that Armour, Swift & Co*, of the Beef Trusti have been 
able to ship soap in less than carload lots at much lower 
rates than their competitors.^ The Commission ordered the 
roads to cease their excessive discrimination on le^s than 
carload lots, etc. The roads refused to obey. The Circuit 
Court has sustained the order of the Commission. 



> Proctor wid Gamble Caw, L C. C. Rep., 1903, pp. 57-61 ; IW5. R«p* 
p. S3. 
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Under the Illinois Central tariffs at one time it made a 
difference of J40 a car if a man shipped a peck of potatoes 
in a car of 16,000 lbs. of strawberries. If there were no 
potatoes in the car so that it was not a mixed load, it cost 
$40 more than if there were a peck of potatoes in with the 
stmwberries.* 

The classification of castor oil on the Lake routes affords 
a curious example of the freaks of tariff classing. Vege- 
table castor oil is 5th class, or 16A cents a hundred^ from 
Cleveland to Chicago, while mineral castor oil takes a rate 
of 25 cents a hundred.^ 

The law Los not yet definitely touched the favoring of 
large siuppers by excessive difference in the rates on car- 
loads and less than carloads. There is not more than 5 per- 
cent difference in the cost of transporting goods in carload 
lot^ and less than carload lots^ and yet the rates vary from 
80 to 80 percent, as a rule, and sometimes 150 percent* 

In a famous case three years ago, involving the rates on 
400 commodities from the Middle West to the Pacific Coasts 
the Commission held that a differential between carloads 
and less than carloads, which is at once more than 50 cents 
per hundred and more than 50 percent of the carload rate, 
is prima facie excessive, and puts the railroad on the defen- 
sive to show special reason why so great a difference should 
be made.^ The difference between the carload rates and 
less-than-carload rates, involved in this complaint, was held 
to be excessive in mam^ cases. 

On the Yazoo and MiBsissippi Railroad and the Illinois 
Central, 1 horse can go 667 miles for S36 and 4 horses pay 
$99, while 25 horses can take the trip together for $100. 
This encourages social habits. The first horse is billed at 
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2,000 lbs. DO matter what he reallj weighs ; the secoDd is 
billed at 1^500 lbs.; and each additioDal aiumal counts 
1,000 lbs. The rate is double first-class, or $1.80 per hun- 
dred, wliich the Commission says is twice the fair rate.* 

In a recent case it appeared that the Texas and Pacific 
was charging 42 j cents per hundred lbs, on cattle from 
Fort Worth to New Orleans, and $15 a car additional on a 
shipment of less than ten carloads. This addition of $15 
a car was held unreivsonableJ For 17 years the road made 
a much lower rate — 34 to 40 cents per hundred lbs., with- 
out any $15 a car additional. In March, 1903^ the mte 
was raised to 42J cents, and in October of the same year 
the additional charge of $15 a car was imposed. The dis- 
tance is 500 mile^. The distance from Fort Worth to 
Kansas City is about the same, while to St. Louis it is 
700 miles. The rate on cattle from Fort Worth to Kansas 
City is 36} cents, and to St. Louis 42J cent^, without any 
$15 addition. The Commission held the $15 charge to 
be an unjust discrimination between the krge and small 
shippers, and against New Orleans in favor of St. Louis. 

Discriminative rates are made oftentimes without any in- 
tent to prefer one shipper to another, but simply to make 
things move. For example, a busmess man of Greenslioro, 
N, C-, wanted to build a smoke-stack of New Jersey brick, 
but the rates from New Jersey were too high. *' A quo- 
tation was made me by the stack builder, whose office is 
in New York, and I remarked to l^im, *That price is 
prohibitive ; I cannot pay that price for that stack,* He 
said, * That is the best I can do ; but if you will tell me 
what you can afford to pay for that stack in competition 
with home-burneil brick, I will see what I can do with the 
railroad people.' He wanted to know how soon it would 
be necessary for him to give me a reply, and I said, 'I 
want to know within ten days/ He said, * All right; I 

• 10 I C. C. Decis. 333. June 25, 1904. 
» iJMf.,a27, Jim«a5, L904. 
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will take it up with the lailroad people.' His quotation 
included the delivery of the brick and the erection of the 
stack at my plant. It would require something like 50 
carloads of brick to build that stack. Within a week he 
had his price revised, and gave me a satisfactory quotation 
and took my contract for the stack." ^ 

The railroads, having regard to what the traffic would 
bear, gave the builder a special rate in order that the 
New Jersey brick might move over their lines to North 
Carolina. 



• Sen. Com. 1905, p. 19S5. 



CHAPTER XXIV. 



VARIOUS OTHEB METHODS. 



Kailroads are in the habit of giving special rates on stuff 
sent over their lines for other roatis, *' It is done/* says 
one of the leading tinflic managers of the country, ** on 
everytliing that is liandled, — ^suppliea* coal, and niateriaL"^ 
This enables any one who stands in with the manageraent 
of a railroad to have coal, etc., billed at low rates to the 
lailroad for him. 

The routing of freight is the source of a double dis- 
crimination. Connecting lines in some cases pay shippers 
to route the goods over then- roads, while in other cases 
the connecting lines pay tlie rebates to the originating line, 
or make an agreement with it for reciprocal favors in the 
routing of freight.^ Shippers receiving rebates from a 
connecting line can afford to pay the originating road or 
its clerks to routa the goods over the said connecting line. 
Mr. Morawetz says it is customary for shippers to pay | 
clerks in the routing department $5 or $10 to route tho 
goods the way the shipper desires. Or it is done by giving 
theatre parties or presents to wives and daughters.^ 

1 L C. C, Dnsssed-Tneat Hearings, Dec. 1904. Biddle. 

• Seo, Com. 1905, pp. 351, 354, 364, 818, 2496. The Tontmg iTntrnctlons 
to agenu of the St. I^uU and Sun Frnnci'eico Railroad Company were intro- 
dnced. The circular con tamed a lint of the roads over which shipmetits were 
to be routed uoleiis shippera insifited on a difTerent routing:. Agents were 
cautioned that "theee inHtrnctioiis are confidential aud mast not tie made 
pabtie. Under no eircnniBtanees must representatii-es of foreign roads or 
fast linei be allowed to examine the itistroctions contaioed in the circtilar/' 
(p. 351.) 

■ 8eii. Com. 1905, p. 818. 
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In the California Orange Routing Case (132 Fed, Reji 
829) the United States Circuit Court decided that ao 
agreement between raiiixaada a» to routing, trhereby th« 
ai^rtionmeut of freight to connecting roads ia aifeetedi 
kk in the nature of a traffic pool and cornea within tiie pro 
hibition of pooling, Section 5, of the Interstate Act 

The IntAsi-stAte Conunission held tliat the regulations of 
the Southern Pacific and Santa Fe, reserving to theiimc4ve8 
tlie riglit of routing, were unlawful under the diaeriininatiou 
clauses, but the court did not decide this point. (L C. C. 
Rep. 1904, p. 78.) 

Mr. Ferguson says the private car-lines ** sell the tonnage 
to the highest bidding connecting Une, It is purely a mat- 
ter of bargain anrl sfile." * 

Unfair distrilmtion of cars is an easy means of disc 
nation* Failure to furnish cars to complainant for ship- 
riient« of gniiti, while supplying more than a fair proportion 
of cars to a competing shipper in the same town, is u 
effective as any rebate could be.* 

Railways have refused cars to persons desiring to ship 
milrouil ties which Uic railways did nut wish to have go 
out of their own field** 

A Michigan raih'oiwl neglected to furnish the Richmond 
Elevator Company with cara in which to nhip the hay tbe 
company had contmcted to deliver, altliough the railroad 
was all the while supplying other shippers with cars for 
hay and straw, etc J 

The Pennsylvania Railrriod has been recently sued by 
independent coal companies along its line for $2,000,000 
damages for refusal to furnish cars in fair proportion. It 
is charged that the mines in which the raikoad company 

• 8«o. Com. 1905t p. 354. The wittieit denved hta infonnAtfon mm to tfa« 
Mk of tonnage Mud redprocal rotiUag agreemenU from liigb oSdals of tba 
naro«d», pp. s&i, 3ft4. 

• 10 I* C, C Detb,, 19G4, p. 47. 

• /W., 422, Jan, 7. IMA. 
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is interested have had all the cam they needed, while the 
independents have not received cars enough to fill their 
orders; in consequence of which great loss has been in- 
flicted upon them and their business diverted to the rail- 
way mines* 

The B. & O. was also sued for refusing to furnish cars 
to the Glade Coal Company, while supplying cans to com- 
peting mines*^ 

In the case of the West Virginia Nortliern Railroad ^ the 
Circuit Court issued a mandamus ordering the road to oease 
fiom discrimination against the KLngwood Coal Company 
in the supply of cars and to furnish said company with a 
specified percentage of ears. In affirming this decision the 
Circuit Court of Appeals said : 

** It is insisted that the court had no power in a proceed- 
ing of this chcvracter to fix the percentage of cars the relator 
should have, and to command that such percentage of cars 
should be furnished to the relator. The acts of Congress 
forbade discrimination and made it unlawful to give any 
undue or unreasonable preference or advantage to partic- 
ular persons, companies, eorponitioiLs, or localities, or any 
particular description of tiuffic^ or to subject them to any 
undue or unreasonable prejudice or disadvantage in any re- 
spect whatsoever, and vested jurisdiction in the circuit and 
district courts to proceed by mandamus as a cumulative 
remedy for violations of the statutory provisions* We 
axe unable to accept the view that Congress intended to 
confine the scope of tlie writ to admonition merely, or to a 
general command to desist from discrimination, mther than 
from the particular action in which the discrimination con- 
sisted. By the findings, the delivery to the relator of any 
less than 31 percent of the supply amounted to unlawful 

• 10 L a C. Dftcb. 226. April 28. 1904; Rep. 1904. p. 58» — held uuUwful 
ducnmioatioQ* See also p. 78, complaint against W. Va. Nonhern lor le- 
fbftmg due proportion* of Gosd csan, 

• 134 Fed. Eep. 196 ; L C. C. Rep., Dec. 1905, p. 65. 
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discrimination, and the judgment of the court did no more 
than to correct it/' 

Sometimes it is the denial of a switch, that blocks the 
independent; for example, the railroads controlled by the 
cotil pool refused to put in a switch for the Johnson coal 
mine or to permit the corajjany to put one in until suit to 
forfeit its charter for refusing equal opportunities to ship- 
pers w^as begun in the Ohio Supreme Court. Tlien the 
switch was put in. 

The Coal Combine and its railroads have persistently 
pursued tlie policy of crushing suialler rivals by denying 
them transportation facilities. 

An exasperating fonn of diaerimination near of kin to 
this refusal of cars is the refusal directly or indirectly to 
take shipments for certain persons or to cert4\in points. 
The Hope Cotton Oil Company operates a mill at Hope, 
Ark,, for the manufacture of cotton-seed oil. It desired to 
buy seed at various points on tlie Texas and Pacific RaiU 
road. This seed could only reach the mill by passing over 
the Texas and Pacitic to Texarbana and from there to 
Hope by the St Louis, Iron Mountain and Southern Rail- 
road. The published rate fmni the points in question to 
Texarkana was 12A cents per huntlred^ and 5 cents from 
Texarkana to Hope, After receiving this information the 
agent of the Hope Company bought 49 carloads of seed on 
the line of the Texas and Pacific, intending to send them to 
Texarkana on the 12,| cent rate and from there to Hope 
on the 5 cent rate. Seventeen cars were sent in this way. 
But when the General Freight Agent of the Texas and 
Pacific ascertained what was being done, he refused to 
allow the shipments to continue, insisting that the seed 
must take the broad joint rate of 67 cents applicable to 
class A in which cotton seed belonged- Under his orders 
the station agents on the Texas and Pacific refused to bill 
the cars in any way to Texarkana on the published local 
rate of 12J cents. The 67 cent rate amounted to $18, 
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toa on seed which only cost $14 a ton, and to insist on 
such a rate the Commission says *' was for all practical 
purposes to decline to receive the cotton seed for shipment 
on any terms.'* ^^ The secret of the situation was that the 
Texas and Pacific did not want tl»e cotton seed to go off of 
its line. If shipped to Texarkana mills or other mills on 
its line the products would find their way to market over 
that i-oad, while if manufactumd at Hope this would not 
probably be the case. 

Denying a private switch to one party while providing 
such facility for a competing dealer ^^ may amount to a 
preference similar to that resulting from free cartage, 

A discrimination in the place of delivery of freight may 
work serious injury to a shipper. For example, D, W. 
Miner, a dealer m beef and pork [vroducts at Providence, 
complains to the Interstate Commerce Commission, July, 
1905» that the New Haven road refuses to deliver his mer- 
chandise at the Canal Street yard where his place of busi- 
ness is located, carrying liis freight half a mile beyond, 
while delivery is made to his competitors at the Canal 
Street yaid* 

Sometimes railroads discriminate even on long hauls in 
interstate traftic by taking advantage of the fact that the 
Interstate Commerce Act does not apply to State traffic. 
They tiike the car across the State line on a " mem.-bill," 
then draw a new bill of lading marked "State Business," 
and then pay the rebate mthout fear of disagi-eeable 
consequences. 

In other cases the full freight is charged on the 
way-bill, but a fictitious entiy is made in the prepaid 
column whicli is to be subtracted from the total amount 
of charges when the bill is collected. If the freight on 
a car amounted to (90, and $15 were entered in the pre- 

to lOtCC. DecU.699. 

n Ihid^t 47, ft63. The favored partj in ibi^ cAse was m tLgent for ttt» 
rsiliiTad. No relief coald be gireu. 
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pftid colomiit §75 woaltl be eoUected and the eoasignee 
wookl be in the nme pontioD m if be hud raoeiTed arebate 
of tlS cm the car. 

Another metbodp akin to thiat is to give the local agent 
at the etatioo oC dettvery power to correct the way-biU, or 
dadact a eertun pensentage from every bill preeentod ta 
the favored shipper. The agent formutla the amonnt col- 
lected as full pajnaient» ooneeting his accotmta ao ae to give 
himself the neoeosaiy credit, which is O. KM bj the auditor 
of the road on his next visit to the station. 

Laige payments are made bjr some railioadti ** to 
eooiage new indostries/' They have the example of citiei 
and States and of the nation to justify appropriations for the 
estaUisbment of infant industries and development of the 
eonntry, but they abuse the principle by making it a cover 
for payments which are really rebates to favored shippenL 
Some of the **new industries/' or infant nndertakUigs, 
which the Wisconsin investigators found were being **cn- 
coQiaged ** by cash contributions from the railroads, have 
been established and prosperous for 25 or 30 years, one of 
them being founded away back in 1873 and others in tlie 
eighties. 

Sometimes the railroads make a low rate, joint or atngle, 
on oertain goods wlien intended for a specific purpose, 
thereby limiting the low mte to certain favored shippers, ■ 
For example, in a recent case decided on complaint of the 
Capitiil City Gas Company the railroadH had made a joint 
rate of 90 cents per ton on bituminous coal from Nonvood, 
N, Y„ to Montpelier, Vt., when intended for railroad supply, 
while the ordinary combination mte of $1*85 per ton ap- 
plied to such coal carried between the same points and 
for manufacturing or any other industrial or domestic 
^urpoie. This was held by the Commission to be an un- 
ul discrimination, on the ground that it is not permis* 
under the Interstate Commerce Act for two or more 
carriers to estabLbh a joint through mte le^s than the sum 
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VARIOUS OTHER METHODS 



of their locals, which shall be applicable only to a particular 
shipper, or class of shippers, while denying such low rate to 
other shippers of like traffic between the same points*^* 

A metliod of discrimination that has spread enormously 
in the last year is to pay large salaries or commissions to 
traffic agents located at important points, on the under- 
standing tliat these traffic agents shall divide their salaries 
or commissions with favored jshippers. This is much safer 
than paying rebates or commissions direct to the shipper, 
and is one of the most difficult fonns of discrimination to 
overcome. In the recent investigations in Wisconsin and 
other SUites this method has been found in frequent use, 
along with underbilling and underweighing of freight, the 
lowance of cartage or switching charges to favored ship- 
ers, permission to hold cars as a means of storage for con- 
siderable time %vithout demurrage^ midnight tariffs, dii-ect 
rebatesi etc., etc. 





CHAPTER XXV. 

TCBMUfAL BAILBOADS. 

AvOTffEE method of preference withoat depoitiiig from 
publwbed rate« i» the division of rates with private termiiuil 
eomijanien or mere switching roads, or roads existing only 
on [ja[>er* A man of large experience in railroad mattere 
said to me not two years ago that ^^ Since injunction saits 
were instituted by tlie Interstate Commerce Commission in 
1900, publislied tariffs have been more generally followed. 
But big conc^ems build a mile or more of railroad of their 
own, or iucoriKirate Uieir switch tracks and sidings in a 
railroad company, and the division of the tlirough rate per- 
mits any cotnniisKion that may be desired. That is the new 
kind of diHcrimination tliat is spreading very rapidly. The 
effect is to concentrate discrimination and the advantages 
it gives moie anil more in the liands of the largest concerns. 
Fonnerly any big ship[)er could get a rebate. Now only 
those big enough to buikl a i-ailroad or own an elevator get 
lower mtes than others.*' This is a little too strong. There 
are many other forms of preference still in prevalent use, 
as we Iiavo seen, but there is no doubt tliat the private 
raih'ood and the private car do tend to concentrate discrimi- 
nation, giving greater and greater advantages to those who 
need them least. 

They not only give the private railroads of some shippers 

a larger i)ercentage of tln*ough rates than they give to the 

private milroads of other shippers, but tliey refuse to give 

le railroads of some shippei's any division of rates while 
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dividing rates in this way with other shippers in the same 
business*^ 

A few examples will make clear the private railroad or 
** fake termimil -^ method of discrimination. The first case 
of this kind came to light in 1903 through an investigation 
of the " Salt Trust " by the Interstate Commission. Hutch- 
inson is Uie centre of the sidt indnstiy in Kansas. There 
are 16 millSj 9 of which are operated by the Hutchinson 
Salt Company, known as the *' Salt Trust,'* while each of 
the independent mills is operated by a different individ* 
ual or company. In July, 1902, the Hutchinson and 
Arkansas River Railroad was organized under the laws 
of Kansas. It took possession of about 1 mQe of side 
tracks which had been built by the Salt Trust in connection 
with its works. This new Lilliputian railroad company 
had no equipment of any kind. The president of the Salt 
Tnist and the president of the railroad were one and the 
same man, Joy Morton, brother of Paul Morton, who was 
then at the head of the traflic department of the Santa Fe. 
The Santii Fe, tlie Rock Island, and the Missouri Pacific — 
all tlie railroads entering Hutchinson — made an agreement 
with the switch-track Suit railroad to give said little l-mDe 
Salt Trust milroad 25 percent of the rates on bulk salt to 
Missouri River points, not to exceed, however, 50 cents a 



^ Th« Comtnisaion holds that the diTiaioQ agreed on mof t not be excessiye 
(lot C. C, Decb. 1905, p. 385. Harvester Triwt and Steel Tnwt Cases), 
But there is nothing id Huch granting or refusing of rate concessions that 
nooesBftriljr violates the mtentato law, provided the little roads arc common 
cftrrien for the pnhlic Bobject to the Act to regnlato comm*^rce. If not, the 
diririoa is held unlawful (10 I. C. C. Deciu., March 19, 1904. yp. 193, 50&, 545, 
546< Lumber). 

The plea that the division is accorded to the little road because it controls 
the bnsinees of its routing dooa not explain ca^es of diTision between a private 
railroad that brings logs, etc., to the mill, and the railraad that takes the 
lomher, etc,, from the mtlL Bat through the miUing-in-tnmait principle a 
diviaioQ may be arranged between the common carrier by rail that brings the 
logs to the mill and the carrier that takes the lamber awaj (10 L C. C. Decii. 
IM). 



168 THE HEART OF THE RAILROAD PROBLEM 

ton on all the balk salt shipped to such points. The nte 
to Omaha was 12 cents per hundred and the rate to Kansas 
City was 10 cents. The division was therefore equivalent 
to a rebate of 50 cents a ton, which is of itself an excellent 
profit in the manufacture of salt. The result was that 
without departing from published rates, or apparently viola- 
ting any provision of law, the trust and the railroads drove 
the independents out of the bulk salt business on the Mis- 
souri River and elsewhere, and an extension of the arrange- 
ment to all markets and all kinds of salt would give the 
Trust a weapon with which it could at any time destroy the 
independents.' 

Barton, one of the independents, had a contract to supply 
all the bulk salt used by Swift & Co., at Missouri River 
points. The contract expired April 1, 1903. Before ask- 
ing renewal of the contract Barton went to the coal people 
and the railroad to see what his costs were to be for the 
coming year. He found that coal was to be advanced 25 
cents a ton and freight on it 25 cents a ton, making 50 
cents a ton more on coal. As it takes 1 ton of coal to pro- 
duce 2 tons of salt, the increase in coal cost meant 25 cents 
added to the cost of each ton of salt. Barton's former con- 
tract was on the basis of $2.25 at Hutchinson, now he must 
have $2.50. While Barton was negotiating a renewal of 
his contract with the Swifts, Hon. Frank Vincent, State 
Senator, manager of the Salt Trust, and director in the 
Salt Trust railroad at Hutchinson, took a vacation from the 
legislature, went to see the Swifts, and offered them salt 
on the basis of $2.10 at Hutchinson, or 40 cents less than 
the independents could afford to sell it. The Trust got 
the contract with Swift This gives an idea of the extent 
to which the railway favoritism enabled the Trust to under- 
bid the independents. 

Tlie owner of one of the independent salt plants was 
asked : " From where did you meet most competition, as 

« L C. C. Rep. 1003, pp. 18-22. 
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£ar as you know?" "From the Santa Fe Railroad," he 
replied. 

One of the most remarkable facts in the case is that the 
division of rates with the Salt railroad was mode without 
even taking the trouble to find out whether or no there was 
any railroad at all of any kind behind the name pi-esented 
in the request for a diviiiion. 

**Me. Maechand. Then you entered into this joint 
airangemeat with the Hutchinson and Arkansas River 
Railroad without really knowing whether there was any 
road there or not? 

" Mil. BiDDLE. I have done tliat hundreds of times/'' 

Another indication tlu^t the terminal railroad is not the 
real reason for the division of rates is found in the fact 
that it is not every large shipper w^ho can get a rebate by 
owning a private railroad. One of the independent salt 
mills, the Matthews mill, had a switch built and paid for 
and expected to get a rebate of $1 a car on the strength of 
it. But the railroad refused to give any division of rates, 
Matthews did not belong to the Morton family, nor have 
any other special claim to hospitality at the hands of the 
Santa Fe. 

The Intel-national Harvester Company, popularly known 
as the Harvester Trust, was formed in 1902 to consolidate 
several big concerns manufacturing fann machinery. It 
organized the '* Illinois Northern Railroad Company ** and 
turned over to it the 17 miles of switching track in the 
private grounds of its Chicago works. Till the end of 
1903 this vest-pocket railroad handled the cars of the 
Trust for a switching charge of $1 to $3.50 per car» the 
average haul being about 4 rniles. For the works at Piano, 
another microscopic railway company, *'The Chicago, West 
Pullman and Southern Railroad," with 4 miles of track, 
was organized to switch the cars of the Harvester Trust 

> Testimonj of Mr. Biddle, General Traffic Manager of the Saota Fe, 
Hatdiinsoti Salt CaM. L C. C. Hearing, Dec* 5, 1903, p. 35. 
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The Intgrmtional Ilarrester Company owns these two rail- 
roads* Iti offifliAb are the officials of those railroads in 
most instaiioes. And it absolutely controls the operatioiu 
of the roadfl.^ In Janoary, 1904, contracts were made for 
the diyision of rates to the Missouri River. The Santa Fe, 
C, B. & Q,, Rock Uland, Chicago and Alton, Great Westenit 
Chicago and North Western, Wisconsin CentraU Chicago, 
BlOwaiikee and St Paul, etc. — practii^ly all the railroadt 
going west — allowed the private Trust railroads a divisioo 
of 20 percent of the tlirough rate with the Missouri River 
as a maximum, amounting to $12 on an ordinary car of 
20,000 lbs. of farm machinery going from Chioago to any 
point in Kansas or Nebraska or tlie F'ar West. The Inter- 
state Commerce Commission says: ^SSince the Interna* 
tional Harvester Company owns the Illinois Northern 
Railroad, a payment to the railroad is a pajment to its 
owner, tlie International Harvester ComjKiny. When & 
line transporting a carload of tniflic from Chicago to the 
Missouri River pays tlic Illinois Northern Railroad $12 for^ 
switching that car from the McCorraick works to its iroi 
it gives the International Harvester Company a preference 
of at least $8.50 over what any other shipper of that same 
carload would be obliged to pay. . . . And tliere is no 
limit in law to the extent to which tliis shipper may he 
preferred to other Hhippera in this way."^ In a suit 
brought July 11* 1906» by R. B. Swift, a former officer of 
the McConnick bnuieh of the Harvester Trust, it is declaied 
that up to September 30, 1902, the Trust received rebates 
from the railroads amounting to $500,000 through the 
West Pullman switch road, and over $3,000^000 thiou^ 
Ili6 lUinoia Northern switch road. 
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The "Chicago, Lake Shore and Eastern RaUway" ifl 
another of these homeopathic railroads. It was organized 
in the interest of the Illinois Steel Company and is now 
owned by the Steel Trast (The United States Steel Cor- 
poration) which some time ago absorbed the Illinois Steel 
Company. Since 1897 this private railway has been allowed 
a division of 10 percent on business to New York and other 
seaboard points, 15 percent to Pittsburg, Buffalo, and other 
middle points, and 20 percent on traffic to the Missouri 
River It also has a division on rates to the South. All 
Eastern and Southern hues as well as the Western roads 
divide their mtes with this Trust road These divisions 
amount to $6 to $12 a car for the switching service per- 
formed by the private road. Besides this, certain special 
divisions are made. On coke from the ConneUsville region* 
for example, a division of 70 cents per ton is allowed. 
Tb!s gives the "Chicago^ Lake Shore, etc./* alxjve named, 
$700 to $1000 for hauling a tmin of coke 7 miles from 
Indiana Harbor to its plant in South Chicago, while the 
actual cost would not exceed one-tenth of this sum. 

Railroad officers have claimed that such divisions of rates 
are justified because the little private road is tlie '^gateway 
of the traffic.*' *' TJie business originates on the little 
and it controls the routing, and the division is only an ap»T 
plication of the custom of allowing the road on which 
traffic originates a considerable percentjige of the through 
nite, usually 25 percent/* Other railroad men tell me 
that this is not true. President Tuttle, for example, says : 
*' There is no such thing as a custom to give the initiating 
roiid 25 iMjreent or 10 percent or any percent The divi- 
sion is on tlie mileage basis, but if one raid does special 
work, switching etc., a reasonable allowance may be madet, 
1 percent or 2 percent or whatever is fair to cover the ape-l 
cial work or expense." Even if there were a custom to 
give 25 percent to the initiating railroad tliat could haixlly 
explain the 70 cents pec ton uu tmf&c not ot\^v\\v\\A\i^ ow 
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the trust railroad in ChicagOi bat comijig to it 6om Peoo- 

aylvania points. 

Whatever may be the custom or analogy used as a www 
rant for these divisions it in clear that their effect is pi^ 
cisely the same as that of a giant rebate. 

The Trust railroad in tbis case makes a net profit of 150 
percent a year ujion its capital stock of #650,000. How 
much the Steel Trust tis a whole gets in this wslj through 
all the private railroads connected with its various plants 
is not known, but the Conimiii^sioQ says it is certainly a 
"sum suilicieut to pay dividends on several millio ns of 
dollars of capitalization/* * 

The Illinois Glass Company at Alton, IlL, is the 
producer of glass bottles in the United States. In 181 
certain persons in its interest organized the Illinois Ter- 
minal Railroad Company, the principal business of which 
is to hantUe the cars of freight that come to and from the I 
Glass Works. This terminal company in Alton is allowed ' 
by the railroads a division of rates amounting to 25 percent 
of the Chicago rate, and 15 percent of the rates to the Mis- i 
souri River and to Eastern destinations, or $8 to $13 per cai^H 
This is the testimony of the Glass Works manager, but 
the Commission finds that as much as $17*10 has been paid 
tlie Terminal Company on a car sliipped from Alton to 
Kansas City, an amount tliat is nearly double the 15 pez^^ 
cent above mentioned. This $S and #13 or 817 is a prett^H 
heavy payment for switching a car, a service which the Ter- 
minal Company renders for 81.50 a car when the amount is 
to \m paid by the Glass Works J 

The St Louis Preserving Company at Granite City, 
lU., also gets large rebates in the form of divisions of 
rates with a toy railroad the company controls.* 

•tec. Hep. 1904, fK 21 ; 10 L O. C. Decii. 385. Nor. 1904. The C€«n- 
tnisftion held that " the dinsioii0 are i^roMly excessive for the servicei rendered 
and ftfTonl nnlawful preference for the U. S. Steel Corporatioo, which 
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Rate divisions haye also been made by the railroads with 
boat lines * belonging to or in league with large shippers, 
with "tap roads" belonging to lumber companies,^^ etc., 
and this method of securing a practical rebate is being 
rapidly adopted by large concerns all over the country. A 
division of rates with a private line is not necessarily unfair 
but if there is a desire to give an unfair advantage, this 
system affords a cloak for it. 

• I. C. C. Decis., 664, March 12, 1904. 

» Ibid., 707, Feb. 7, 1905 ; abo p. 681, March 19, 1904. 



CHAPTER XXVI 

PRIVAT&OAB ABU8B8. 

Some of the worst discriminatioiis now prevailiiig are 
connected with the private-car system. 

The private car originated in the need for special 
equipment for particular purposea It was clear that 
the transportation of live-«tock, fruit, vegetables, and 
other perishable products might be facilitated by the use 
of special cars. When the inventors of improved stock 
cars and refrigerator cars went to the railroad managers, 
they were informed that the railroads had no money with 
which to make experiments in such lines, but if cars that 
would do the work proposed were constructed the railroads 
would be glad to hire them for a fair rentaL So the cars 
were built by private companies and used by the railroads 
on a mileage basis. The fact that such special cars are 
needed in different parts of the country at different seasons, 
their use in any large numbers being confined on some roads 
to a few weeks in each year,^ makes the local ownership of 
such cars by the several railroads, less convenient and eco- 
nomical than their ownership by car companies able to distri- 
bute the cars to advantage throughout the country so that 
each section may have the cars it needs, at the proper time, 
without unnecessary duplications of equipment.' 

^ The oil can, dressed-meat can, etc., of coune are in use the year roiuid, 
and even frait and vegetables need refrigerator can in the winter to keep 
them from freezing as well as in summer to keep them from spoiling. (Sen. 
Com., 1905, p. 870.) 

' The present system, however, does not alwavs give good ■ervice. In 
April and May, 1905, lor instance, hundreds and hundreds of can of straw- 
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To move the Geoi-gia peach crop the Southera Railway 
would need about 3,000 refrigerator cara. The shipments 
occupy about six weeks, beginning about the middle of 
June. The Pere Marquette Railroad moves about 2,000 
carloads of fruit under refrigeration from Micliigan 
points mostly in September and October, and would need 
about 1,000 cars for the work. These and other roads might 
well hesitate to invest the sums required to provide expen- 
sive equipment wlien it would have to be idle the greater 
part of the year; but this is easily done by a car company 
whose cars can be employed in the orange trade from Cali- 
fornia and Florida in the winter, in the Georgia peach traffic 
in June and July, and in the Michigan and New York fruit 
business during the falL* 

The railroads began long ago * and still continue paying 
mileage rates for the use of stock cara, tank cars, and refrig- 
etator cat's, the three chief kinds of private cars* This 
would be all right if the mileage rate were fair, but serious 
injustice results when the mileage is so great as to give the 
owners of the cars a practical rebate of large amount on 
all their shipments in such cars, as is the case with all 
tliree classes of cars above named,^ and especially with the 

benieB rotted at the stations in North Carolina for want of cars. The Armour 
Car-Lioe coold not, or at least did not supply the needed cars, and as they have 
an exdoaiTe contract with the AtlaDtic Coast Line no other cars are in the 
field* At one station only 4 cars were famished in two days and 125 carloads 
of berries were left on the platform and the ^ound to spoil. The loss this 
■easoD to the truck g^rowera of this one section from msofficient car service is 
Mdmated at 1600,000. (Sen. Com., 1905, pp. 2596, 2619.) 

* Some railroads have refrigerator linen of their own ; the Pennsylvania, 
for example, and the Vanderbilts, the Gouldsp the Santa Fe, the Northern 
Pacific, the Great Northern, etc., bat they carry the private refrigerators also. 
Packers and other shippers owning cars insist on sending their goods in their 
own cars, and making the road.^ pur mileage. If the road refuses, the ^ight 
goes by some other line. ** They compel ns to take it in their cars and pay 
them for the use of them while onr own cars stand on the side track, or else 
■ome other road gets the bosiness." (Teitiinony of James J. Hill, Sen. 
Com., 1905, pp. 1504-1505.) 

* See abore. pp. 57, 58. 

* This mileage rebate s}^em began long ago. Way bacU in the serentiet 
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refrigerator cars of the Armour Car-Lines which are oper- 
ated in the interest of the Beef Trust The railroads allowed 
at fij'st a mileage rate of | of a cent a mile when the car 
was loaded. After a little the cur companies got tlie roads 
to pay the mileage on tlie cars both ways, loaded or empty. 
The mileage mte on refrigerator cam was raised from | of a 
cent to 1 cent over most of the territory west of Chi- 
cago and St. Louis, and the 1 cent mte also applies to the 
movement of refrigerator cars between Chicago and New 
England via Montreal,® From Chicago to New York over 
the Vanderbilt lines is about 1,000 miles ; so the mileage 
on a refrigerator car amounts to $7*50 each way, or $15 
for the trip. 

The car companies have secured various concessions 
from the railroaLls besides the payment of mileage loaded 
or einpt}\ They require the raili'oads to run their cars at 
high speed in special tiiiiixs. The average run of the 
freight cars owned by tiie leading luilroads is 25 miles a 
day. The avemge run of the private? tank curs (Standaitl 
Oil mostly) is 66 miles, private stock cars 72 miles, refrig- 
erator cai-s 108 miles, and refrigerators operated in the 
beef trade 135 miles per day." 

There is evidence that Armour often makes his cars run 



thd Erie and other roiuls Allowed the Standard Oil CompJL&y to put tank cars 
OD their tracks :uid paid it a mileage sufficient to poj back the values of the 
cars in Um than 3 years. 

* The 1 cent rat© applies to 15 to 25 percent of the total mUeage of the 
cars and the J cent rate to the roiuaining mileage. ( Bureau of Commerce Rep, 
on Beef Industry, March» I905» p. 273. > 

7 Evidence in I. C. C« Hearings on private car-Uoes, April 3^ 1954> p, S> 
The Beef Trust report of the Bureau of Commerce, 1&05, proeents some con- 
flicting evidence and sums up the caite with a conservative estimate which 
places the average dally run of all the cari) owned by Armour and hiB aaacK 
ciates and naed in the beef hnsinesa at 90 to 100 luile^. In the same report, 
however, the refrigerator cars of the National Car-Line Company, and of th© 
Provifion DeaJera' Dispatch are reported as running 300 miles a day, and the 
cars of Swift and Company aro estimated to make 373 mile* a day in Iowa. 
(*' Report of CommisAioner of Corporations on the Beef Induatry.'^ March 3|^ 
1906, pp. 274-^281.) 



PRIVATE^AR ABUSES 17T 

300 mUes and even 400 miles a day. He compels the 
railroads to push his cars day and night whether loaded or 
empty. Most freight cars ai*e loaded both going and com- 
ing, which greatly lowers the cost of transportation, but 
Armour requires the railroads to rusli his cars back empty 
at full speed without waiting for any return load, Ordi- 
miry freight trains go on a sidetrack and wait till the 
Armour cars go by. The railroads sometimes even side- 
track passenger trains in order that a meat ti'ain may be 
rushed by to make a Utile more profit for the Beef Trust, 
Armour's system of checking his cara by means of his agents 
stationed at icing points along the principal roads keeps 
his central office constantly informed of the whei'eabouts 
of every car. If a train has lost time, if an Armour car is 
sidetracked anywhere the Armour office asks over the 
wii^es : *' What 's the matter ? " And if a railroad agent 
does not do as Aimour bids he may losa his position as a 
consequence. More than one railroad maa, liigh in author- 
ity, has been dismissed because he did not obey the Beef 
Trust. If offences accumulate, some day the raili-oad finds 
that Armour has diverted liis entire business to a rival line 
which will hurry his cai^s and otherwise obey his orders. 
What chance has the small shipper against such a system ? 
He may own private cai*s, but he cannot make them run, 
nor can he obtain exclusive contracts such as Armour has 
on many roads, nor make the railroads collect excessive 
icing charges for him, nor hold up the i-oads in any other 
way ; on the contmiy, they are more hkely to hold liim up. 
The result of high speed and the mileage rate loaded or 
empty, is that refrigerator cars earn for their owners an 
average of $25 a month, and cars engaged in the export 
meat trade from Chicago fi-equently get $30 and upward 
per month from the railroads in mileage. This is enough 
to pay the whole cost of the refrigerator car in 3 years, and 
its maintenance in the meantime.^ Private stock cars in 

« L C. C, Rep. 1903, p. 23. 
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some cases net their owners 50 percent a year on the 
invested capital, repaying the cost of the cars in 2 years, 
above operating expenses.' The average mileage of through 
stock trains on the principal lines exceeds 100 miles a day, 
yielding to the owner of such cars over 60 cents a day., 
This 18 three times what the railroads pay each other for 
railroad ears in use on a road other than tlie owning rail- 
way, A railroad receives 20 cents a day for each day that 
one of its own fix?ight cars i^ on another road, while the 
same railroad pays the car comimnies 60 cents a day for 
the use of a stock car, and $1 a day for the use of an 
Armour refrigerator ear in the dressed-beef business,*** Yet 
a well built modern fi-eight car costs more than tlie average 
private stock car, and nearly as much, many of them quit« 
as much, as the average refrigerator car.^ 

* National Coagrefis of Ratlwaj ComminsiotierBi 189S, atatement of th« 
Committee on Private Cara, p. 63 «f jw?. The LockawBona Line Stock 
Expr^tia Co., for example, netted SOpercenC a yeftr» o?$343 per car. See also 
4 I- C. C. Decia, 630. 

I'* L C. C. Rep. 1903, p. 24, Sometimes the payment for a refrigerator 
car is much more than $1 a day. Janiea J. HilJ mya : " U w© take another 
railway company*ii car. we pay 20 cents a day for it for the time we have had 
it, and we are in a hurry to ^et it back ; and we load the other mtM*» car back 
if we have anything to put in it. That is alwayji underi^tuod. But they do not 
want anything pat in ihfir cars. They say: * Hurry it back; get it around 
qnickly, and pay us, in |jlace of 20 ceutfl a day, three-fonrths of a cent a mile.* 
They used to ask a cent a mile, but I think that ha« been abandoned." 

*• Semator Nbwi^awm, How ranch does that amount to a day, eay at the 
rate of a cent a mile ? 

** Ma. Hfi.L. If they got a cent a mile and w© hnrried that car through to , 
the coast, we would take it about 300 miled a day, so that they would get] 
about $3 a day for the car. 

" SsNAToE NcwLANDs. So that in the one case you pay 20 centa ? 

" Mr. Hill. And in the other wo pay S3. 

" Sekator Nkwlaxds. And the private car-lines yon pay $3. 

*'M». Hill. Yea — well. ^ would be the extreme figure. We will aay 
$2.50." (Sen. Com. 1905, p. 150.x) 

1^ A refrigerator car co^ta S900 to flOOO, as a rule. A ftrst^laes fiteel- 
framed freight car costs about the game. Private Htook cars of good build 
coat about $300 each. (See evidence in Hearingg on Private Cars, L C. C..| 
April, 1904. pp. 19, 100 ; 1. C. C. Rep. 1904, p. 14.) The contracts proride thafi! 
the railroadg are to carry no perishable goodi except iu Tnuit cars if the Tnut 
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Out of a total of 50,000 refrigerator cars,!^ about 15,000 
owned by the railroad lines. These earn, it is claimed, 
lUt 40 cents a day, while the cars owned by the Armours 
and other private car-lines earn or receive on the average 
60 cents to f 1 or more per day from the mileage payments 
alone. 

The owners of the Beef Trust cars make enormous ship- 
>nts of their own, and have gained control of a vast 
lount of other business by offering a share of tlie mileage 
receipts and other inducements to large shippers of fruit, 
vegetables and dairy products, etc. With prodigious masses 
of traffic in their hands which they could divert to any line 
they chose, they have compelled the railroatis to fix rates 
as they dictated,^ collect their icing charges for thera, de- 
lay the cars of disobedient or protesting sliippers, blacklist 
them, shut off their credit, carry on a system of espionage 
upon the business of their competitors, use their power over 
railroads and shippers to drive then* rivals out of business," 

care* to famish the can. If by chance the railroads ose tbetr own or aar 
other refrigerator cars than those of the Truat thoy arc to charge the full 
Trti9t rates and tani over the said charges to the car-line just aj if ita ears 
had been used. 

^ Ben. Com. 1905, p. 776: 49,807 total. 15,269 railroad and 34.538 private 
iratora; 14,792 tank cam ; 11^357 stock cars ; 325 pooltry cars; vehicle 
and faruiture cars« 1,621. These with coal and coke cars and other pri- 
vate eara make a total of 127,331 private cars. The entire freight car equip- 
ment belongiDg to the railroads h abont 1 JOO.OOO cars. 

*^ The Beef Trust ia one of the largest ihippera in the world* Ita packing- 
boitse shipments from Chicago are said to amount to some three thottsand 
tnillion pounds (3,000,000,000 11^.) a year. Its shipmentit from Kansas City, 
Omaha, St. Joe, St. Louis, etc, are also enormous. There im also a vast 
irallic in poultry, egg», dairy products, fmit, and vegetables, that is coutrolled 
hy the Tmsc Is it any wonder that a railroad president or manager should 
refrain from action that might 1«iim) him hi^^ share of this hage biiiiii«9s ? It 
wonld make a sad hole in his reeoipu. Di\'ideuda wonld be etnaciatod and 
might vanish or appear with a miiitiii sign. His stock would sink in Wall 
Street, Angry directors, bankers, investors, and stockholders would aasail 
him and attack his managemeut. Aud as a result of defying the Trust ha 
would put himself out of office and his road perhaps in the hands of a 
receiver, 

^ C. B. Hntchins was the inventor of an improved refrigerator car. He 
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and even make exclusive contracta prohibiting the use of 
any otlier refrigerators on the lines of the contracting 
raUroads. In some cases the railroads pay the car-linea 
commissions of 10 to V2h percent of the freight rate in 
addition to the mileage on the ears loaded or empty.*^ 
Certain repaiiB on the private cars are also made by the 
railroada.^^ Annual passes are also granted to owners of 
private cars in oi-der that their officers and agents may 
travel with the goods, watch the car, and look out for the 
csLve and disposal of the contents. ^^ A wholesale firm which 
owned but one car made three members respectively presi- 
dent, vice-president and general miiuager of their little car 
company and got annual passes for all three members on 
the railroads on the strengtii of that one ear.^ 

One result of the exclusive contracts is that " chaiges 
for refrigeration have been enormously and unreasonably 
increased." ^^ The Intei'state Commerce Commission says 



built five caim in IB86, and m 1890 he had the California Fruit Transporta 
tioo Companjr operatiDg $200,000 worth of cars, iu two jears, 1690 and 
1891, the prt>gtB amoaiited to $350,000 or mure ttian the total inreatmeiit, 
and the company thoaght they had aornetUiiig better than a guld miDe, But 
the Beef Tniat undermined them by railroad fAvoritt»m and compelled them 
to aell out to the Swifb*. 

While the California Fruit TraDsportation Companj wait fighting for its 
life with the Armour lines, it presented the Southern Pacific Railway Com* 
paay with $100,000 of its stock on eon d it ion of receiving an exclusive eon- 
tract. The contract was raade, btit the Armour cam coatloaed to go* An 
inflnenee was at work stronger than the exduBiTe contract and tha power of 
the California Fruit Tmn^portatioii Company. 

** Evidence, pp, lOl, 1S3, 134, 146» etc. For example the manager of the 
*♦ Miftaouri River Deapfttch " operating 250 refrigerator cars testified that 
the Erie paid I2j percent coramisaions on the freight rates in addition to the 
mileage. And the .manager of the Santa Fe car-line said the B, ic O. paid 
them 12} percent commiaaiouB on dairy products in addition to the | cent 
mileage^ etc« etc 

1' Evidence, pp. 54-55» Armour Cart. 

^'^ National Congreaa Railway CommissionerA, above cited. 

w Uid, 

i^ L 0. C. Hep. 1904. p. 14. Ang. 1, 1904 the Armour lines made an ex- 
dosiTe contract with the Pere Marqaetta Railroadi the fruit carrier of Mich 
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that " under the operation of these exclusive contracts the 
cost of icing to the shipper (some shippers) has been ad- 
vanced from 50 to 150 percent and that the charges in most 
cases are utterly unreasonable,^ At first the railroads 
made no charge for icing. Gradually the practice of mak- 
ing small chcTrgea for ice was introduced, but the charges 
did not go macli if any beyond the cost of the service^ 
They were very mild compared to the present refrigeration 
taxes. The charges made by the mikoads and even by the 
Armour Car-Line before it secured the exclusive contracts, 
range from | to ^ of the present Armour icing charges, 
'rom the Pacific to Duluth over the Northern Pacific or 
,e Great Northern, which 8till own and operate their own 
i^frigerator cars, the icing charge on a carload of fruit is 
$25j while the Armour charge by tlie Southern lines is $107 

li^an. Before that the railroad iced carloads of fruit free of charge. U& the 
dftte iiftmed icin^ charges went into effect as follows : 

$25 to Chicago, Detroit, Grand Rapids, and other Michigan points, 

f30 to Cleveland, Columbus, Citicinuatt, Indianapolis, and other points iQ 
Ohio and Indiana. 

f35 to Bttffiilo, Bloomlngtoiit and variomi other points in New York* nil- 
nois, and Wisconsin. 

f40 to D^ Moines, Minneapolis, NnahTille, and other pobts in Iowa, 
Minnesotai Ti*nrie»aee, etr. 

$45 to D ninth, Lineoln, Wichita, etc. 

$!io to New York City, Baltioiore, Washington, DeoTer, ©tc 

|55 to Boston, Hart ford » Mohile, New Orleans, etc, 

§60 to Spokane, etc. 

From t25 to #&0 for wliat a year ago the railroad gave free of charge 

» Uep, 1904. p. 15. 10 L C. C. Decis. 19<M, p. 360. I^aleni have protested 
agatust pstjring^ 4 or 5 or 6 times the fair charge for ice, atid have now and then 
refused to pay. telling the companies they could sue for the charges. But the 
car coinpaniea knew a better way. They ordered the cars of the disobedient 
dealem delayed and notifiod them that id futnre icin^ cliarges must be prepaid 
oa all shipmetits to them or from them. These orti^^n were enforced by the 
railroads and the kicking dealers were helpless. (Evidence, etc., 201-203*) 

With a comnilBsion bnsiness such as that involved in the case referred to, 
an order for prepayment of icing charges or freight rates or both means ruin. 
For fanners and other prodncer;* will not prepay charges on perinhnhles, and 
will not therefore ship to commi!<.Hii>n merchants to whom the railrosfls do not 
give credit that permits the payment of charges at their end of the line, », «,^ 
on delivery. 
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In the summer of 1903 Jotn Leverone of Cincmnati 
received 24 cars of pineapples from Cuba- Ten cars cam© 
by the Illinois Central via New Orleans with an icing charge 
of 811.37 a car. Fourteen carloads came on Trust cars via 
Mobile, 100 miles nearer Cincinnati, with icing charges of 
$45 a car. 

Even when shipments are made in railroad refrigerators 
from regions the Trust claims as its own peculiar territory, 
the full Trust chai^ges are collectetl and paid over to the 
Trust- 

For example, in August, 1904, Coyne Bros* of Chicago 
received an Illioois Central refrigemtor car loaded with 
melons from PoseyvOle, Indiana. The freight was $39 and 
the icing charge $45. The Illinois Central icing charge for 
that distance was $10. Coyne Bros, went to tlie manager 
of the railroad refrigeiutor ser\nce and found that the road 
had an arrangement by w^hich the Trust was to be paid at 
Trust rates on all shipments from the melon region, what- 
ever cars were used. If the firm refused to pay the charge 
they would he boycotted or taken off the credit list. 

August 11* 1904, Coyne Bros, received a Louisville and 
Nashville ciir loaded with melons from Epworth, Indiana. 
On the bill were two chaises for icing, one was the milroad 
charge of $14 and the other the Trust charge of $45. The 
firm asked if Uiey were expected to pay both charges. The 
railroad then erased the $14 item. The firm refused to pay 
the $45 Trust chai^ for a service worth no more than the 
railroad charge of $14, and the railroad took them off the 
credit list, Mr. Urion, attorney for the Armour folks, 
came to Coyne Bros, and told their manager that they must 
pay the ice charges or else everything shipped to them must 
be prepaid. The firm found that shipments to them from 
the Michigan grape region were cut off. They sent their 
own man to load the cars, but the railroad agent refused 
to bill them. '• I have my instructions from Armour's man 
here," he said, " and I must follow them." 
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On a car of melons from Carlisle^ Ind., to Mr. Scales of 
Chicago, the fi-eiglit wa» $35 and the icing charge $50,; 

representiog 20 tons of ice. There was no re^icing, and the 
car bunkei^s would not hold more than 6 tons of ice, so t! 
there wvts a clear overcharge of $3»5 for refrigeration. 

J, D. Mead & Co* of Boston were charged S99.90 by tfie 
Armour lines for icing on a ear of peaches from Missouri. 
This is a startling sum for a service tliat the railroads used^^f 
to perform free of chai'ge- On another car of peaches from ^^ 
Mar)4aiidj the charge was $64 for icing. As die car biuik- 
ers would not hold more than 4 to 6 tons and only one re- 
icing was necessary between Cuml>erknd and Boston^ the 
firm protested vigorously. They were told that the bill 
was a *' trial bill/* 

" What is that ? '* they asked. 

" Try to collect/* said the railroad manager* 

In this case, on appeal to New York, the bill was reduced 
to $24, a slice of S40 off the icing bill, which was to Mr 
Meatl a trial bill in more senses than one* 

Ellis and Company of Chicago received a car of tomatoes 
from Gibson, Tenn,» 522 miles away, and another from ^d 
New Orleans, 923 miles distant The fin^t was a Trust car ^M 
with $74 icing charge ; the other was an Illinois Central 
car with $15 icing charge. That is, the Trust charge was 
5 times as great as the milroad charge, though the railroad 
car came 400 miles further, nearly double the distance in | 
fact that the Trust car covered. 

Gmpes have been shipped from the New York grape 
field to Boston in Vanderbilt refrigerator cars without any 
icing charge, while shipments in Trust cars between the 
same points in the same montli paid $22 for ice. The 
Michigan Central has given notice that it has withdrawal 
from the Armour contract and will handle Michigan fruitl 
products in its own cars supplying ice at cost which it says 
is $2.50 per ton. So the man who can ship over thej 
Michigan Central will get a rate of $15 to $25 i 
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Boston^ while the man who has to use the Pere Marquette 
will pay $45 a car for ice.^* Two Boston men recently 
(1905) had occasion to order each a carlotid of peaches 
from Michigan points some 20 miles apart One car came 
from Coloma over the Pern Marquette with Armour 
charges of S45, while tlie other car came from Eau Claire 
over the Michigan Central with the same freight mte, but 
only $13.13 for icing, — $5.GZ for the original icing, $5 
for re-icing at Colling wootl, and $2,50 for re-icing at West 
Seneca. A year ago, before the Armour contract with the 
Michigan Central expired, the icing charge on both rail- 
roads was $55 to Boston ; now the Amiom' charge has 
come down to $45, but the Armour charge for ice in the 
case just stated was $9 a ton while the Vanderhilt mih^oatls 
charged only $2.50 a ton, which last the Interstate Com- 
mission in a recent ease has held to be a just and reasonable 
charge. ^ There are no icing charges on daiiy products. 
The ice is paid for by the car company and tiie railrojid. 
It takes as much ice for dairy products as for fruit, but tlie 
Trust is carrying its own goods in this field mostly and 
not the goods of other shippei-s, and so it has not felt tho 
need of changing the original arrangement in respect to 
ice. 

The railroads have also bound themselves by secret con- 
tract to furnish by wire " such information as may be 
requested by the car-line's representatives.'* This enables 
tlie Trust to know wliat every other shipper is doing all 
over the country on the lines of the car-line-contract roads. 
The Aimoum tlius have means of knowing immediately of 
the shipments made by competitoi-s and the destination of 
the same, so that they can tell exactly what to do to ciip- 
ture or destroy tlie competitive business. If a car of 
apples is loaded by a competitor and billed for Worcester, 

* Sen. Com. 1905, p. 25% ; and tlie next item m the text. 

9* II I. C. C. Decifl, 129. and Rep. 1905. p. 30, holdioff the Pere Marqaette 
Armour charge* excemive anil approriiig the Mkhigau Cfeult*\ *i\\a.T%^ ^V 
$2.50 per tOD on intersttUe Bhipmmts by the car. 
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the Trust knows of it in time to nin in a car of apples 
ahejid of tlie competitor's and sell out the market from 
under him. At Buffalo, while the Trust was fighting to 
control the local fruit market, it forestalled^ they say, every 
shipment that was made to its competitors. 

The Armour linea have another advantage, through the 
arrangement of the freight tariffs, and the friendly inspec- 
tion method:*, or non-inspection methods, which enable 
them to ship dairy products, fruits, vegetables, etc., at 
much lower rates than others. Packing*house products, 
i e?„ hams, bacon, lard, etc., go from Chicago to New York 
in carloads at 30 cents a hundred ; fresh meats, 45 cents ; 
eggs, 65 cents ; poultry, 75 cents ; butter, 75 cents, etc. 
The Armouj's have a practical monopoly on packing-house 
products and the fresh-meat business, as they own all the 
slaughter houses of any importjxnce, with 2 or 3 exceptions 
in the country, So the bulk of their own goods go at 30 
and 45 cents which are regarded by railroad men as very 
low rates for goods transported in refrigerator cars. On 
the other hand rates upon dairy products are very much 
liigher, and most shippers have to pay those rates. Accoid- 
ing to all rules of chissitlcation packing-house product 
should pay liigher rates than fruit; but, in order to hel| 
out the infant beef industry, a commoditj' tariff is arranged 
of which this is a sample : ^ 
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President Ripley of the Santa Fe declares that the rates 
beef products between Kansas City and Chicago are bo 
low that every carload is carried at a loss to the roads* 
Here are his figures : 

Dressed meats: Actual cost per car, $82.19; revenue, 
S42.19; deficit, per car, $40, 

Packing-house products : Cost per car, 185.03 ; revenue, 
$56 : deficit, S29,03. 

He also asserts tliat cattle are now hauled at a loss. 

Other witnesises Imve disputed President Ripley's state- 
ment of cost, but however this may be it is evident that 
the Beef Tiiist has been very generous to itself in the rates 
it has compelled tlie railroads to adopt for it-s shipments. 

The railroads do not like to be bossed either by the Beef 
Trust or the Standard Oil, but they declare that they 
cannot help themselves, Pi'esident Ripley says; "The 
packing-house business to-day is concentrated in so few 
hands that this fact, together with the competition between 
the raili^oads, practically makes it possible for the latter 
to dictate rates for dressed beef and the packing-house 
products," 

President Stickney of the Great Western Railroad says : 
** In fixing the rate on dressed meat we don't have very 
much to say. The packer generally makes the rate. He 
comes to you and asks how much you charge for a certain 
ehipment of dressed meats. The published tariff may be 
23 cents a hundred, but he will not pay that. You say to 
him : ' I '11 cany your meat for 1 8 cents. ' He says : ' Oh, no, 
3'ou won't, I won't pay that/ Then you say ; * Well, what 
will you pay for it? ' He then replies, * I can get it hauled 
for 16 cents.' So you haul it for 16 cents a hundi-ed.*' 

President Calloway, speaking to the Intei-state Commis- 
sion about the speeding of the beef cara and other Armour 
exactions, said: 

** We do not do these foolish things from choice. I wiU 
Bay that the thing is just as bad and foolish and stupid aa 
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can be, but what are you going to do about it? We have 
built up these dressed-beef men and they have all got their 
own cars, and they can dictate what they are going to pay. 
They just keep these cara humping. We unload tliem and 
get them back to Chicago just aa quickly as we can. The 
Pennsylvania people also were veiy much disinclined to 
allow or ioster this dre8«ed-beef business, but were forced 
into it'' 

Very few railroads liave dareil to fight either Armour or 
Rocrkefeller openly, but secretly the railroads did combine 
to tight these men and employed an agent, Mr, Midgley 
of Chicago, for that purpose, whose investigations and dis- 
closures have done much to throw light upon the hidden 
ways of tlie Trust magnates* 

Mr* Midgley told the Interstate Commission in April, 
1904, how the representatives of sixty niilroads met m 
St* Louis in 1894 and tried to stand up against the Trusts, 
beginning with a reduction of the extortionate mileage 
nites on tank and refrigerator cars* but tliey could not free 
themselves from tlie yoke of oil and beef. Tlie St«indanl 
gave all its shipments to the Great Western, which agreed 
to pay the old mUertge. The other lines out of Chic 
could not get a carload to St Paul or the Missouri Rive 
The railroads surrendered finally to both tlie Standard Oi^ 
and the Beef Trust They reduced the mileage rates 
Htock cars, milroad cam, and other cars not controlled 
the Trusts to 6 mills i>er mile, but excepted refrigerat 
and tank cars out of respect to the power of Armour and 
Rockefeller, because, the trunk lines said, referring to the 
power of these Trusts : " We have never been able to stand 
up against it" 

We have not yet finished with the favors shown to Ar- 
mour. The milroads as a mle inspect the loading of eveiy 
car and the unfavored shipper cannot mix eggs or poultry 
with loW'class provisions and bill it all at a low rate. But 
the Armours can do thiSf for inspectiou in their case is A 
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mere form. There is one inspector for shipmenta that 
average 75 cara a day. Tlie inspector could not watch 
them all if he would, and in faot he simply inspects the 
Armour records and takes their word for the contents of 
the ears,^ 

It is charged that Armour not only gets lai^e quantities 
of high-class freight carried at tlie i*ates appropriate to 
lower-class freight by unreported mixing of his goods in 
carload lots billed at the lowest rate applicable to any of 
the goods in the car; it is also further charged that the 
Bi>ace beneath the beef that is hung up in the refrigerator 
cars is often crowded full of poultry, eggs, etc., which are 
carried for nothing. No wonder Armour can undersell his 
rivals all over the country and ruin his competitors in any 
market he chooses to enter. 

The Beef Trust has compelled the milroads to fix a very 
low minimum carload limit — 20,000 lbs, on dressed beef, 
etc., against 26,000 to 30,000 lbs. on products tlie big 
Trusts are not interested in. If a load is below the car* 
load limit it has to pay less-tlmn-carload rates, which are 
20 percent or mom higher than carload rates. It is for the 
interest of the mdroads to keep the minimum carload linut 
at a good height to prevent hauling cars with small loads 
and low rates, and to reduce the effect of the prevalent 
custom of billing Trust cui-s at the minimum no matter how 
heavily they are really loaded. The raUroads have made 
efforts to unite on a higher carloatl limit, but without avail 
so far. On Dec. 12, 1903, it is said, 16 presidents and mana- 
gers of the greatest railroads in America met in New York 
and decided to make 24,000 lbs, the minimum on dressed 
meats. The proceedings were under promise of secrecy by 
all concerned. But within two days the Trust people knew 



* L C. C. Beef Hearing, 1904, p. 165 et &eq. It 10 ft phyiical impotiibilitj 
for a man to inspect the loading of 75 or 100 care a day^ and If an inspector 
i« oTer»ealoite and conjideotioua in watching the can be can attend to, tha 
Tniit baa the raUroAd dbtuLsd him. 
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all about the secret meeting, and they took measures which 
prevented the new order from ever taking effect. No 
agreement has ever been formulated that will stand against 
the power of the Trust, the seductiveness of its promises of 
diverting new masses of business to the yielding road, and 
the terror of its thi-eats of %vithdrawal of traffic from the 
unyielding. 

These advantages — excessive mileage rates, high speed, 
exclusive coutiucts, exorbitant icing charges, espionage of 
competitors, control of taiiffs, low carload limit, and go-as- 
you-please inspection — have tlie same effect as a very large 
rebate ; the private-car owneiB can ship at very much lower 
cost than oixlinary unprivileged shippers. The profits are 
immense — $72,000 a day, it is said for the Annour cars^ 

It is estimated that the railroaiLs pay the Beef Trust's 
car-lines about $25,000,000 a year in rebates or payments 
in practical violation of the law. 

On the basis of the very moderate Beef Trust Report 
of the Department of Commerce, Mr. Baker figures the 
annual profits on the 14,000 Anuour refrigerator caiis, from 
rentals alone, at **200 net per car, or |i2,800,OO0 — neaiiy 
$3,000,000 a year, not including the enormous sums extorted 
in excessive icing charges, nor the rebates and commissions 
paid by the railroiitls in addition to the mileage. The esti- 
mate of $200 a car is probably too low, for Mr, Robbins, 
nmnager of the Armour Car-Lines, has testified that they 
rent old, inferior cars to breweries, etc, at $204 to $280 
per year. 

Mr. Baker says: "Can any simple-minded person see 
any difference between a payment of $3,000,000 net profit 
on mileage annually to a favored shipper like Armour, and 
an old-fashioned cash rebate of $3,000,000? I confess I 
cannot/'^ 

Mr, Baker has deducted operating expenses, repaii^s, and 
a liberal allowance for depreciation, but he has not allowed 

^ McClurtt for Jauawy, 1906. p. 32S. 
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for £air interest upon tlie capital invested in tlie carSt a 
charge amounting to i!650,000 a year which ^houltl be de- 
duct4Hl from the *2,800,000 in order to get the portion of 
the mileage payment which is really equivalent to '' an old- 
faahioned cash rebate,*' — an article that is not so old-fash- 
ioned, however, as to be out of use, by any means, aa we 
have seen. 

Wlierever it serves their purposes the car-lines share their 
rebates with important shippers. This has been of special 
8er\iee in inducing large shippers like the fruit growei^ of 
California and the South to give tlaeir trade to the profit- 
sharing car- lines. The ear-lines Avould pay 8hii>pers a bonus 
on condition tliat such shippers would call on the railroad 
for the cars of the agreeing car-line. Both refrigerator 
lines and stock car-liues use this method. Sometimes half 
the mileage is paid to the favored shipper. Sometimes 
♦10 or S15 or even $25 and 835 a car is paid back to the 
shipper by the cardine, which is of course a rebate pure and 
simple, and has precisely the same effect when paid by 
the car-Une as if paid by the railroad directly to the 
shipper. 

The Santa Fe car-line found it necessary to give a rebate 
of $25 a car in California in order to get traflSc in compe- 
tition wntlx the Armour Car-Lines and on shipments going 
beyond Chicago the rebate that seemed necessarj^ to get 
business was $85 a car. So Mr, Leeds, the manager of the 
Santa Fe car-line testified in April 1904 l^efore the Inter- 
state Commerce Commission. Part of Mr. Leed*s testi- 
mony in answer to tlie questions of the Conunisaion and 
of its counsel Mn Marchand was as follows;^ 



»• S©e tefltimony before the L C. C. April, 1^04, p. 27. Mr. Watawn's 
loemorj w^t'*! very ha^y. Ho could not reraembcr wliat be had formerly teatified 
OQ this tubjert before the referee. Neither could be tell what ** U, F." meaot 
nor reoogDixa the dear meaning; of '* C. & A/' in the car4ine account books, 
ihotigh ev«ry one familiar with railway matterB knows tii&t " U. P." stands 
for Union Pacific and *' C. & A" for Chicago and Alton. Mr. Marchand, 
eaooBel for tho CommiaaioD, dxew tome curious noQ-iolormation and mal^ 
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^* Mb« Leedb. Thtjs in the first year that we entered into 
the deciduouB fruit btismeas in Northern California^ and I 
met the comi^etition which we found there when we beg-^ 
business. 

'*Me, March and. What competition? 

'* Mb. Leeds. I think it amounta to #26 a car. 

** Mb. Marchanb. 925 a car? 

^Me. Leeds, Yes, air. 
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informmtioQ from Mr. Wataoa, the formor bcAd of Forter BfoUien, who 
were large ahippen of fruit in Chicago. 

"Ma, Marghattd. What com miision did yoa roM^n fhnn the rftUi«ift«U 
ou lUToiiut of Porter Brothers up to that lime f 

** Mn, Watsox. I tuli you that W48 all itoppod abottt four veam %go, to 
the bcsrtt wf my rocollectioti." 

*'Mr. Marciiattd, Do you rememiMir receiiriug from the Umon P^ific 
Bailroua Compatiy SI. 400 in IS9t) — .fanuar) 2S. 1B99 t 

" Ms. VVatsun. I do uot. 

*' Mr, Marchakd, Vuu have im recoUectiou of that f 

" Mn. Watsox, Xo, sir, 

"Mr. Marciiakii. In 18119 thon^ appeam npan the leilger of Armour 
4 Co., or lather the Fruit Grownr^' ExproM, an item of #47,000, a credit. 
Do you Icuow whore tliHt camt* from "* 

** Mk. W %tbon, 1 do not kntiw anything ahout the liookn of Aniinar Sk. 

*'Mii. M Alien AM m Do yoti remt'intwr having recoivod from C. A 
aa on thu book^ of Armour & Co., on the 10th of October, 1899, the ntxm 
145,219 f 

*' Mn. Wathon-. I do uot, 1 gueaa if you look it tip you will find it h 
' credits ant I tdlowanced.' 

" Mr. March and. ' C. A. A ' etaudj for * credits and allowancea ' 1 What 
does * U. ?/ Btand for ? 

** Mh. Watsox. I do not know, 

" Mr. Marlhand. Doom that atatid for • Union Pacilc * t 

" Ma. Wat*on. I do not kuow whether it does or not." 

Mr. RobhinN, virf>proKtcient and mauaj^r of tho Armour Oar^Lioet, wti 
alao ftrtllt'ted with loan of memory, wliicli wab upecirtlly unfortunate in view of 
tlit^ fact that tiie Trust had destroyed tlie accounts Home time before the 
Hearing, 

"Ma. Mabcjiand. Can yon expb&iu the Item of #14,000 paid to th ^Ualott 
Pacific ? 

" Mr. RoBBtNii. No, sir ; I can not' 

'* Mb. MARCHAirD. Is there anybody in yoar employ that out f 

'* Mr. RoBBtKi. I do not think so. 

•*Mr. Mahchamd. You say you hare destroyed your records. 

**Mb. RonniNs. Yes, sir." 
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ilARCHAXD. By whom? 
Lheds. We had only one competition, 
Makchand. Who was >x>ur competitor? 
Leeds* The Armour Car-Line. 
" Mr. MABCHAiiT>. And it ums oecefisaiy to gire §25 or 
more in order to secure the traffic — was that your idea f 
** Mb. Leeds- I believed so, 

" CoiCMissioNEB Cleaiests. Uniformly $25 a oar? 
** Mr. Leeds. I think there would be some exception* 
as to business farther east than Chicago* 

** CoMMissioirER CL£>f£STs. Would it be more than 
that? 

"Mr, Leeds. Yes, sir. 

" CoMMissioxEii ClesiIKKTS, Wliat on Eastern business ? 

•♦ Me. Leeds. An additional tlO. 

** COMMIBSIOXER ClEMEKTS. 136? 

**Mr. Leeds. Yes, tiir. 

^^Commissioner Cle&ients. You pay t25 back to 

Ihicago and points west of Chicago? 
**Mb, Leeds. Yes, sir. 
** CoM^nssioKER Clements. And 135 to points east of 
hicago? 
** Mb. Leeds. That is what it would amount to. 
"Commissioner Prouty. Do you agree to do that 
before the shipment is made, or afterwaids? 
"Mr, Leeds, Before. 
** CoM^nssioNER pROTTTY. Are your agents authorized 
l^lo make tliat discount ? 
^P " Mr. Leeds. No ; they are not. 
r **CoMHissiOKER pROUTY. Where is the agreement 
I made, and with whom? 
"Mb, Leeds. Myself. 

" Commissioner Prouty. Do your agents there know 
anything about it? 

"Mr. Leeds. I do not think they know what it ia. 
They may know that something of that kind is going on. 
but not what it amounts to. 
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"Commissioner Clements. How does the shipper 
know that he can get this $25 and |35 back? 

•* Mr» Leeds. Well, he probably could not ship if he 
did not know it. 

" CoLMissioNER ClE3ients. How do€s he find it out? 
You say your agents there do not inform him. 

" Mr. Leeds. Well, I spent about three months there 
in the past year. 

" Co^LMIssIONBR Ci*E>fENT8, You have advised them 
all that that was done, have you? 

** Mk. Leeds. We sought the business*" 

Mr. Watson appears to have received on California 
shipments about 150,000 a year in rebati^s from the Fruit 
Growers' Express (now an Armour line), and perhaps the 
amount was nearer 1100,000,^ 

The reduction of icing charges to favored shippers is, of 
course, only another way of paying rebates. Yet the ear 
lines contend that icing charges are compensation for a 
private service which is not part of the transportation 
service, and therefore outside the Interstate law. The 
Interstate Commerce Commission says: " It has been very 

•• I. C. C. Hoaring on PriTftte Caw* 1 904, pp. 147-U9, Mr. Brown, couoaol 
for the Santa Fe, said to the Senate Committee, 1905, that he wished to put on 
record a awe<epifig dentid that the A. T. & S. F. Co. haa made anj diflcrimiDa^ 
feorjr ratea or paid any rebatea. The oext moment, in answer to a qQeation 
fttiomt the rednctioD of $SS a car below the pubIiAh(>d tariff, to which Mr. Leeda 
tMtified as given by the Santa Fe ear-Une, Mr. Brown said : *' It was a rebate 
givea to every one/' <Rep. Sen, Com. on Interstate Commerce, May, 1905, 
p. 9140.) He first said the road did not give any rebates, and then admitted it 
did give rebates^ bnt said it gare the same rebate to erory one that shipped. 
The coal mines that paid the Santa Fe $4 against |S.90 paid by the Colorado 
Fuel Co. would hardly agree to that atatement. But Mr. Brown had in mind 
the car-line case in which they said the same rebate waa given to every ship- 
per. Mr. Leeds said it wa« a secret rate, and that he went to California and 
solicited business from various shippers. Under i*iich t-ircumstances, the fact 
that every one who shipped got the rebate does not eliminate discrimination 
bat accentoatca it. The discrimination is aii^njit the man who doee not shipv 
the man who m not informed of the secret rf^bate. The Santa Fe car-line in- 
formed such dealers as it chot^e. No others conld afford to ship on the Santa Fa. 
The instructed dealers ronld eftsilj tiold the market at prices that woold pft- 
int the aninstructed from thinking about shipping such gooda* 
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customaiy in the post, and the practice still prevails in 
some quarters, to allow to particular shippers a reduction 
in these refrigerator charges. Testimony recently taken 
at Chicago shows that one large shipper of California to 
various eastern destinations was allowed concessions of this 
kind^ whiuh probably aggregated in a series of seven or 
eight years several hundred thousand dollars." ** 

The testimony of H. J. Streychmann before the Commis- 
sion at Chicago, May 12, 1905, throws much light on the 
Armour Car business. Mr. Streychmans was for over 4 
years, from April, 1900, to August 1904, in the employ of 
Armour & Company, and tlie Fruit Growers' Expi^ess, one 
of their car-line systems. One of his duties was to check 
ice bills* He says the Armour Car-Lines generally pay $S 
to $2*50 a ton for ice, except on the St. Paul and North- 
western and Erie. On the Northwestern the Armours 
paid 11 a ton for ice, and on the Erie fl.25 or $1.60, 
** These were the main lines. The Northwestern and St 
Paul handled practically all the green fruit shipments, and 
the Erie used to get the shipments east.*' The profits 
were ** five or six hundred percent/* On the very long 
hauls the percentage was not so higli. From Fresno, Cali- 
fornia, to Boston, for example, the cost of icing %vns about 
$38 and the Armour tari£f charge for icing was 9125, leav- 
ing a margin of $87 a car. 

On some roads Streychmans says that rebates were paid 
the Armours on ice. The Chicago, Milwaukee and St. 
Paul, for example, billed the ice at $2,50, but in paying 
the railroad for the ice the Armours put in a rebate claim 
for tl a ton, reducing the net cost to tl.SO. On the Texas 
and Pacific, the company furnishing the ice remitted $1 per 
ton making the net price 82.50. Ice cold rebates were also 
paid at Buffalo, 

The Armours in their turn made " allowances " to fav- 
ored shippers. Streychmans had to make up " allow anoe_ 

•0 Rep. l&CM, p. 13. 
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Btatemcnts *' ** showing the number of cari shipped by the 
shippers and giving him a rate of 60 percent of the tarifl 
rate;" A ** rebate of 815 to 825 a car '* was paid back. The 
last statement Mr. Streyclxmans put in typewriting before 
leaving the Anwoiir serWce in California was for a rebate 
of 45 percent to Alden Anderson, Lieutenant-Governor of 
California. The witneds saw on the office file statements 
of rebates to the Southern California Fruit Exchange of 
$10 a car on 1904 shipments of omnges, etc* A number 
of sliippers in California got rebates amounting to 45 to 
60 |>ercent of the icing charges. They [laid the actual cost 
of icing plus a bonus of $10 to Chicago, $16 to New York, 
and $20 to Boston. The cost and bonus together were 
ordinarily leas than half the tariff cliarges* For instance, 
the Armour ice tariff to Boston from Southern California 
was $120, tlie cost $38, and the bonus $20,— $58 total, 
or a little \em than half the tariff. The full tariff rates 
were collected and the difference paid back. Shippers not 
in on the secret-rebate aiTangement paid the full ratea and 
got no discount. 

From Portland, Ore** to Chicago the Armour icing charge 
was $45, because the Northern Pacific cars are there to 
compete ; but further south, at Medfoiti, Ore., whei"e there 
is only the Southern Pacific, in league with the Armours, 
the icing charge to Chicago is $75. 

When possible the car-line runs the cars without ice, 
sometimes for long distances, but chai^ges the shippers for 
icing just as if it had been done* 

Some of the railroads pay a bonus for the Armour busi- 
ness, the St. Paul, the Northwestern, and the Grand Trunk, 
for example ; in other words, the Armour lines not only 
charge extortionate rates for icing and get a mileage 
on their cars loaded or empty, but in some cases sell 
their tonnage to the railroads. In California, how- 
ever, the witness believes there is a traffic commission 
to settle questions oi t\i^ divmoxv ^1 VcaSSiSi. Vsel^^^u the 
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Sante Fa cars and the Armour cars on tlie Southern 
Paeific. 

Mr, Streychmans as a confidential clerk was supplied 
with a secret code for use in his correspondence. The 
inside title-page says; ** Transportation Department, Gen- 
eral Offices, 205 La Salle Street, Chicago, III Cipher 
code No. 100 ; for exclusive use between themselves and 
H. Streychmans, July 1, 1902. Armour Printing Works, 
Chicago."^ 

Some of the cipher words and their meanings are as 
follows : — 

Launching — Can make rehate. 
Laundry — ^ Force payment higher rebates. 
Laura — Handle rebate matters very carefully. 
Laurus — Pay rebates. 
Lava — Pay rebates from cash on hand. 
Lavelh — Rebate must be confidential. 
Lavishment — ^ Working for rebate on, 
Kimley — Shade rates a little rather than lose business. 
Apples — What allowance is necessary to aecnre business. 
Joculariss — Divide rate. 

Jewelry — Rates being secretly cut by all lines. 
Judiciary — Keep your rates below all others. 
Junior — Rates mnst be made which will secure the business/ 
Junk — If necessary to secure the shipment you can make 
the rate to. 

Juvenal — Maintain rates unless others cut 

^ Mr Strejditiuuia has been accused of etealiug lliiB code book and ^lao 
certjun tetters and papers, but in fact he took no original papers, but ooly carbon 
copies of letters and ttatem«nts he wrot« for the company, and tho code book 
was pot iuto his pOBseaBion for viae in his work by the secretary of Armour's 
general manager. If any charge of «tealing or auy other criminal charge 
coold be made, Streychmans would long ago liave been proftecnted by the 
Beef Trost people. When he began giving pahljcity to the facts in his pos- 
•easioD the general manager tried t^ buy him off. lie was shamefully 
treated by some of the Armour officers, and partly in revenge, probably, and 
partly in gratitude to the editor of the San Francisco Examiner for helping 
him oot of California and the Armour grip, he gave the editor copies of let- 
ten, etc., the publication of which led to hts examtBatiou by the ComsELvtalon.. 
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Kadmaster — Manipulate rates so as to. 
Kalatim — Meet any rate offered. 
J*^oo^/*fif A — Interstate Commerce Commission. 
Footprint — Avoid service of summons from I. C. C. 
Footrot — Meeting of the L C, C. at on to con- 
sider question of . 

Imprint — Martin A. Knapp of Kew York, Chairman. 
IrnpHnted — Judson C. Clements of Georgia. 
ImpHntlng — James D. Yeomans of Iowa. 
Imprison — Charles A Prouty of Vermont. 
Improbltas — Joseph W. Fifer of Illinois. 
Improbitif — Edward A. Mosely, Secretary. 
Amwur — Arrange this with the utmost secrecy. 

It is evident that the Armour Car-Lines make a busi- 
ness of arranging secret rebates, evading the law and 

eluding the Interstate Commission. 

There are some 300 private Carolines in the country own- 
ing and operating about 130,000 private cars. But the 
law of concentration is acting on the private cars as well as 
on the railways, and the private cars are rapidly consolidat- 
ing in few hands* Speaking of this movement in the refrig- 
erator business, the Interstate Commission says in its Report 
for 1904, p. 14: "Some yeara ago there were a number of 
these private-car companies which provided refrigerator 
cars for tlie transportation of fruit under refrigeration. 
Some of these were the Fruit Growers' Express, the Kan- 
sas City Fruit Express, the Continental Fruit Express, and 
tlie Armour Refrigerator lines* These companies were all 
independent of one another originally, and their cars were 
used in competition with each other, , • • At the present 
day all the above car companies have been absorbed by the 
Armour Car-Lines Company, which hiis to-day, in our 
opinion, a practical monopoly of the movement of fruit in 
large quantities in most sections of the country. There is 
the American Transit Refrigerator Company, which oper- 
ates over the Gould lines, and the Santa Fe Fruit Express, 
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which operates over the Santa Fe System, aud there are 
Dumerous refrigerator lines, having a small number o£ cars 
and engaged in a particular service, but we know of no 
company other than the Armoor Car-Lines which could 
move the peach crop of Georgia or the fruits of Michigan. 
And this company, having acquired sufficient strength to 
do so, has adopted tlie rule that it will not allow its cars to 
go on the line of any railroad for the purpose of moving 
fruit from points of origin on tliat railroad, unless it be 
Tinder what is known as an exclusive contract/* 

By force of the enormous shipments the Armours con- 
trol they have compelled railroad after railroad to make the 
exclusive contracts they desire* fix rates at their dictation, 
collect exorbitant icing charges, give them an excessive 
mileage allowance, return their caii^i empty if they will at 
high speed instead of detaining them for loading back, etc. 
And ** if any railroad dares to disobey their orders when 
they impose a requirement it will not get any more of their 
traflSc. The boycott cannot be visited more effectively 
upon the railways. That is the secret of the whole situa- 
tion. They are the largest shippers, the most arbitrary, 
the most remoiiseless that have ever been known.*'** 

Is it any wonder that Mr. E, M. Ferguson, representing 
a dozen associations of fruit and grocery and produce 
houses, should tell the Senate Committee that the " situa- 
tion is tantamount to commercial slavery ** ? ** It must be 
plain to all that commercial freedom in any line of industry 
had ceased when a gigantic trust like the Armour interests- 
are permitted, through ownership and operation of private 
car lines to absolutely conti'ol the commim highways in so 
far as the use of such highways may be required in the 

*< Testimony of J» W. Midgley, for over 20 years coroinisMoner, chsirmui 
ftod arbitxator for vnriuUii Western railroftda. L C. C Hearings April, 1904, 
p. 8. The reader who is speciA]] y iuteresied in the Beef Trust and it« doiog* 
should send for a copy of this llearitig, aud thoee of 1901-1902. The report 
of the Bisrean of Commerce Mar. 3^ 1905, and Mr Baker's articles in McChrt'§ 
for Jan, 1906 and following months, are also of the deepeet intetect. 
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transportation of that particular kiDd of traffic for which 
their cars are a necessary instrumentality of carriage, thuB 
enabling the Armour interests (who, it will be remembered, 
are also merchants in the commodities transported in their 
cars) to completely dominate over all independent dealers 
to the extent of fixing rates, conditions, and terms under 
which such independent dealers may use the common 
highways/' ^ 

The fate of a man left to the mercy of the Armours and 
the mild influence of the Sermon on the Mount is similar 
to the fate of a man without a gun encountering a tiger in 
tlie jungles of Africa. Even the Government seems to be 
unable to compel justice in this case. The big guns of the 
Federal courts have little or no effect on the packers and 
the railroads they have benevolently assimilated. They 
disobey injunctions as freely as they do the principles of 
Christianity and the dictates of conscience, with the excuse 
perhaps, as to the last, of lack of acquaintance. 

Standard Oil still practically controls the railroads for 
the most part so far as the tiimsportation of oil is con< 
cemed, manipulating rates and service so as to favor 
its own business and hinder or destroy the business 
competitors. 

In the recent examination of Standard Oil methods 
the State of Missonri, L. C. Lohman, for 30 years an oi 
dealer at Jefferson City, testified that he had been forced 
to abandon his deahngs with independent oil companies 
because the Missouri Pacific and j\Iissoarl^ Kansas, and 
Texas roads refused to accept oil for shipment to him 
from these compmies, 

** Sen. Com. 1905, p. 311. The organ tzatiotiff represented bj Mr For* 
*;niBf>D are the Westem Fnut Jobhera* AHAociation ; this National Retail Grocen* 
Aesociation ; the Minneeoia Jobbers*^ Association ; Wi^confiin Retail and 
General Merchandise As8ocia£ioii ; Wisconsin Master Bntcben' Association ; 
Minnesota State Hetail Grocers' Association, Superior, Wis. ; Lake Snperiof 
Butchers* Association^ Dalnih, Minn*; Bnluth Commercial Club; Dnluth 
Prodnce and Fruit Exdiajige, and tbo Iowa Fruit Jobbers' Association. 
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The railroads discriminate against the Texas oil wells 
by making the rates on north-bound oil considerably 
higher than on south-bonnd oil. Again the rate to vari- 
ous points from Lima, the centre of the Ohio and Indiana 
oil fields, is considerably higher tlian from Chicago, the 
Standard Oil shipping point For example ; 

Bate 
Kl]««. p«t hundrwt. 

Limft to Chattanooga 470 43 

Chicago to Chattanooga 643 39.5 

Lima to Mobile 915 32.5 

Chicago to Mobile 926 23 

Lima to New Orleans 962 32.5 

Chicago to New Orleans ........ 922 23 

Lima to Memphis , . 512 26.5 

Chicago to Memphis 526 18 

Lima to Cincinnati .. ^ *..... . 132 10 

Chicago to Cincinnati 305 11 

It costs 3i cents more per hundred to ship from Lima, 470 
miles^ than from Chicago, 643 miles ; 9 J cents more from 
Lima, 916 miles, to Mobile, than from Chicago, 926 miles, 
to the same plac^e. The shorter distance has the higher 
rate till yon get .50 percent off, then tlie half distance from 
Lima has about tlie same rate as the 100 percent distance 
fi*om Chicago. 

The average rate on 25 staple commodities is about 2 
cents higher per hundred from Cleveland to New Orleans 
than from Chicago to New Orleans, while the rate on 
petroleum is 8 cents higher. This is a strong discrim- 
ination against the Clevehind refineries in favor of the 
Chicago shipping point at Whiting. The Standard Oil 
is the only shipper of oQ from Whiting.^ 

The methods by which the Standard contmls New^ 
England are still in fuU swing. The report of tlie In- 
dustrial Commission tells how the Standard Oil railroads 
keep the independent refineries at Cleveland out of New 
^ Eep. U* 8. IndtutTial CommiMton, b% p. 5a. 
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England tfanmgfa hi^ ntes on oQ bf nfl, wfcfle tti 
Standard ufaips by water, and bj making ofl aeeood das 
nnleM tbe shipper has a private sidii^ or tank oppcMitatb 
rails of the Hew Haven and Haitibrd RaOnnd, but fifth 
class if the shipper has such siding or tank, t. e^ if the 
shipper is the Stendard Oil Co.* *«The fieight lale from 
Cleveland to Boston,*' says the report, ** was fonneily 23 
cents [ler hundred pounds alike on iron articlea» grain, sod 
petroleum. But since the Interstate Commeroe Act the 
rates have been changed, so that the rate on grain ii 
16 cents per hundred pounds, on iron 20 cents, and on 
petroleum 24 cents. Again, on almost every commodity 
through rates arc made from Cleveland and other western 
Iioints to {KHuts readier! by the New York, New Haven 
anil Hartford Kailroa^l. On petroleum there are no 
through rates, but a local rate is added to the Boston 
rate. Moreover the New York, New Haven and Hartfoni 
jfTCHcyiUm that i>etroleum and its products shall be in the 
second cltiHS of freight unless the person to whom it is 
shif)[H;d h{is a private siding or tank opposite the rails, in 
which c;aMe it is fifth clasH, the rate for fifth class being 
pro)jfi])ly one*lialf that for second class. These arrange- 
mentH are explainable by the fact that the Standard 
Oil Coin|)any Hliips oil from its seaboard refineries to 
HoHton lar^n;ly by tank Hteamers, and distributes it from 
there for a comparatively short distance at the local 
mt^!S." ^ 

In tlio WcHt the Standiird has persuaded the railroads 
U) lift the mtes on oil so high as to make competition 

** The HUndan! han the tankii and private Hidings all orer the New Haren'f 
territory whiln (cw are owned by the independents. Persons witboat these 
farllltiflfi mtiMt piiy tfd-<*IaHH ratoii, while the Standard Oil pays 5th class. 
The ftth-rlaHN rate brtwcrn Doston and Now ilaven is 10 cents per hundred, 
while the 2d claiui \n UO rentd, the difforence probably representing sereral 
times the |»roflt in bundling one hnndred lbs. of kerosene. (Commissioner 
Vnmiy, In Annals of American Academy of Political and Social Science, 
January, 1900.) 

^ Ind. Com. ir, p. ft3. 
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£jBScuIt The rate from Pennsylvania points to Chicago 
was raised from 17^ cents to 19i cents, and the rate from 
Chicago to St. Paul went up from 10 cents to 20 cents.^ 
The Standard pumps oil to Chicago by pipe, and the higher 
the rates by rail the more impossible it is for the indepen- 
denta to compete. Of couree it is against tlie direct inter- 
ests of the railway stockholders to have rates so high aa to 
check the traffic in oil by rail, but the Standard does not 
care about that, and it is a small matter even to the rail- 
road managers compai-ed to incurring the displeasure of 
Standard Oil, which has sufficient control in the railway 
world to cause any disobedient railroad most serious loss 
and even make a railroad war upon it» 

Before the Standard found other methods of controlUng 
transportation and milking the public it used to receive 
haH a million* dollars a month in rebates. But some 
railroad men who are in a position to know say that 
since 1900 the Staodaid Oil luis not asked for rebates, 
the reason being that the tariffs are made in such a way 
aa to give the Trust all the advantige it requires.^ 

The fight now going on in Kansas I)etweeu the people 
and the Oil Combine has forcibly illustmted the methods i 

of the Standard. When the Kansas oil fields began to I 

show signs of large prosperity the Standard went into the i 

State, put up refineries and storage tanks, laid pipe lines, j 

and began to build a through pipe hne from Kansas to its 
Chicago station at Whiting. By getting the railmads to 1 

raise their mtes on oil, compelling producers to agree to ] 

sell their oil only to the Combine, resorting to cut-throat j 

competition to drive them out of any market they attempted 
to enter, they practicaOy captured tlie oil business of the 
State and were able to put the price of cmde oil down and 
squeeze the independents until many of them were ready 
to sell out to the Combine at the victor's own price. 

^ S«n. Com., 1905, pp. 2740, 2743. 

*• See TAs Outltfok, July I, l^^, ^. V*%, 
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The power of the Trust over the railroads is illustrated 
by the case of Mr. L E. Knapp of Chanute, who went to the 
field in 1899 and secured a number of paying welk. He 
also obtained a market for his crude oil with the Oraaha 
and Kansas City gas companies, transpoiting tlie oil in 
tank cars of his own. In the recent investigation in Kan- 
sas it appeared that he had enlarged his business till he 
had 20 tank cara in transit. He paid the railroads 10 cents 
per hundred lbs. to Omaha and Kansas Citjs and they 
counted the weight at 6.4 lbs. per gallon. With this rate 
and I of a cent mileage on his cars he was able to make a 
good profit, but suddenly in May, 1902, two weeks after he 
had signed a year's contract with the gas companies, the 
railroads changed the weight classification to 7.4 lbs. per 
gallon, adding thereby $7.50 per car to the freight, while 
the freight on the products of crude remained unchanged. 
That is, the Standard could still sliip gas-oil as a product 
of crude at the old weight of 6.4 lbs. a gallon. 8* 

Mr. Knapp protested and the railroad agents, admitting 
that the classification was arbitrary and not general even 
on their own roads, succeeded in getting the order reversed, 
but only for a short time, when back it went, and in reply 
to further protest fix>m the Kansas agents their superior 
officers wrote that they were tired of the correspondence 
and declined to discuss the matter further. So for 11 
months Mr. Knapp had to fulfil his contract with a handi- 
cap of f7<50 per car more cost tlian he had figured on. 
The result was that in May, 1903, he turned over his crude 
oil to the Standard which thereafter supplied the Omaha 
and Kansas City gas companies, while Knapp's 20 cars were 
side-tracked and in the spring of 1905 wei^ still idle at 
Chanute. 

The weight classification killed Knapp*s business, but a 
few small independents lived in spite of it. So another 

V See Miw Tarbell'i tigoroas Hfecription of wh«t the Staotlard did to 
KftDtu in MtChn't lor Septeml^er, 1905. 
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move was made on the railroad chess-board. Three great 
railroads tap the Kansas oil fields : the Santa Fe, the Mis- 
fiouri, Kansas and Texas, and the Missoiiri Pacific, In 
August, 1904, just as the Standard finished its pipe line to 
Kansas City» the rates on crude oil and its products were 
raised by all the railroads on the field. The rate to Kan- 
sas City went up from 10 cents to 17 cents a hundred ; and 
the rate to St. Louis rose from 15 cents to 22 cents. On a 
carload of fifty-five thousand lbs. the increase in the freight 
to Kansas City was $38.50, or $93.50 total, and $121 to 
St Louis. This was prohibitive- In their testimony given 
in March last (1905), sluppers, even those who were using 
their o^^ti tank cars, declai-ed that the change in rates 
compelled them to stop business at once and shut down 
their wella 

The advance in freight was not a part of a general read- 
justment of rates. It was made alone. And it made oil 
rates out of all proportion to other rates. The freight from 
Chanute to Kansas City was $50 for a car of wheat, f40 
for com, $66 for machinery, $28 for cattle, and $30 for a 
car of fruit, against $93.50 for oil, the least vahiable of all, 
and formerly carried for $50 or $55 a car. 

The examiner at the recent Kansas investigation pre- 
sented the following lett-er in explanation of the railroads: 
"The reason the Santa Fe and the * Katy' railroads raised 
rates on oil after the pipe line was completed was because 
the Standard's companies arranged with them to do so, by 
agreeing to give them a percentage upon every barrel of oil 
that was run through their pipe Unes on condition the rail- 
roads would increase the freight rate on oil to a prohibitive 
rate, so that all the oil would be forced through the pipe 
line. Now the railroads have no oil, but get about ten 
cents per banel for all oil going through tlie pipe lines.*' 

This is similar to an arrangement that existed for several 
years from 1884 on between the Pennsylvania Railroad and 
the Oil Combine by which the railroad was to have a fixed 
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stun per faurel oo 2S peroeot of ill tibe oil 
Crom th« P^xmcjlraaiA oil fields^ wfaetlier die oQ mnt bj 
nil or pipe line,* in oooiidentioii of wliidi tibe nfand 
wM to pot up tLe rates on oiL 

fa the Kaium case there are other reaaoos more direct 
aijd fx/werfal periiapa than any tzaffic aRangement. The 
Htaxidard i^eople liave acquired a large interest in the Santi 
Fe. Oxifi fjt thfiir stn^ng«st and most nnscrapakms meD, 
H* IL l^ig^fK, loH taken a place on the board of directm. 
John l). Rockiffeller and Wol Rockefeller are directors of 
the Mijiif'juri^ Kanfsas and Texas, and the Missoori Pacific 
is oric of tlie princif jal lines of the Goold-Bockef eller system. 
Tliere are other indications of the g^p the Standard has 
u[xjn Uie Kiinsas railroads. For example, the Colorado 
Fuel C;or/j{Mfiy tfiat was so greatly favored by the Santa 
Fe is iargi^ly owri'^l and managed by the Standard Oil 
crowd, and the Stanflanl u>ies tlie Santa Fe's right of way 
for its pifKj lines in Kansas, and for almost the entire 
distaiKM) from Kansas City to Whiting. 

KansaH h^is men in revolt against the Oil Trust, and the 
Legislature last year (1905) lowered the freight rates on 
oil and psis.st^d a hill for the establishment of a State refineiy 
tr> couii>ete with the Standard and give the oil producers of 
tlje State a ehance to wcape from the "commercial tyranny" 
they are now Ku]>jected to in consequence of the fact that 
there m {inu:ti(^lly only one buyer in the market The State 
Supreme Court, however, has decided that the State refineiy 
act is unconstitutional. 1'he indei>endcnts might, however, 
estfibliNh a e(>-<)f)erative refinery of their own and do a good 
buxinesH, if they could get equal freight rates and sufficient 
supiM)rt from pu})lic sentiment to withstand the boycott to 
whieh the Ktiuidanl would be likely to resort. Only the 
StandanI, it is siiid, (;un get rates that encourage the ship- 
ment of oil from Kansas wells at present. And the Standard 

^ Ind. Con. vl, pp. 663-665. The loaboard pipe line waf oomplefeed 
in iaa4. 
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custom of putting prices very low where there is competi- 
tion, keeping prices high in other regions where there is no 
competition, making the people in non-competitive localities 
pay the cost of killing competition in other places, is ex- 
ceedingly effective, as is also its diabolical kibit of ruining 
merchants who buy independent oil, by establishing com- 
peting houses close to them and underaelling them on the 
whole line of goods they handle, the Trust's wide business 
enabling it to stand such losses easily, as the total is only 
an insignificant fraction of the profits made in regions 
where no sucli fight is in progress. 





THE LONG-HAUL ANOMALY, 



The long and short haul clause is still broken by the rail* 
roads as well as by the Supreme Court, especially iu the 
West aod in the South, where the basing-poiut system 
causes such grievous discriminations* For example, with 
a i-ate of 48 cents from New York to Atlanta and a local 
rate of 38 cents from Atlanta to Suwanee, the rate from 
New York to Suwanee is 86 cents, although Suwanee is 
31 miles nearer New York than Atlanta. This system is 
not confined to places that have water competition. A 
considerable number of towns on the Southern Railway 
and on the Louisville and Nashville have been made 
basing-points, though they have no water competition,* 

Jacksonville is the main basin g-point in Florida, and 
rates to other destinations ai*e the rate of Jacksonville 
plus the local mte from Jacksonville to destination, even 
though the destination is nearer the point of shipment 
than Jacksonville,^ 

From New Orleans to the " Virginia Cities," Richmond, 
Lynchburg, and Norfolk, is about 800 miles. Charlotte, 
at the southern border of North Carolina, is about half 
way. Yet the rates to Charlotte on a number of articles 
are double the rates to the Virginia cities, twice the dia- 
tance. The Southern Railway and the Seaboaitl Air Line 



1 Sen, Com, 1905. p. 2322, Pfofesaop Ripley. 

* Ibid,^ p. 48, A member of the Florida State Commlmion b&js the roadB 
ftlfto flhow iarontifm in the supply of vm3 aod by giving reb^ei to Imrg* 
ghippeis. {Ibid., p. 47, li. H. Burr) 




the city, but there is no competition. Water com- 
petition must be met in Viiginia, but if the Virginia ton- 
mile rate will pay a profit, is not the fourfold ton-mile 
rate to Charlotte an exorbitant charge ? ^ 

Danville is an excellent example of the evils of place dis- 
crimination. Prior to 1886 Danville enjoyed equal freight 
rates with Lynchburg and Richmond through the competi- 
tion of the Virginia Midland Railroad and the Southern 
Railway, but in that year the Southern road (then known 
as the Richmond and Dan\411e) bought the Virginia Mid- 
land and deprived Danville uf its t;qual rates. In 1890 
Danville subscribed $100,000 towards the construction of 
another competing road, which was built, but after a few 
years it too was purchased by the Southern Railway, and 
the rates were made strongly adverse to Danville. The 
matter went to the Commission and the courts, but the 
city has not been able to carry on the litigation with 
the roads.* 

The Southern Railway carried bananas in 1902-1903 
from Chai*leston to Ljuchburg for 20 cents a hundred lbs., 
but if the fruit stopped at Danville, part way on the road 
to Lynchburg, the rat-e was 43 cents a hundred. The 
road said it had to make low rates at Lynchburg to meet 
competing bananas coming in by way of Baltimore. The 
Commission found, however, that the Lynchburg rate was 
13 cents lower than the rate justified by competition from 
Baltimore or elsewhere.* It is claimed that railroad dis- 
crimination has decreased the taxable values of Danville 
several hundred thousand dollars from 1900 to 1904. The 
Danville representative said, "I have heard a great deal 
about confiscatory rates, fixed by a Commission authorized 
to fibt rates, but I have not heard anything about confis- 
catory rates fixed by the railroads, whereby the property of 

• Sen* Com. 1905, pp, 3339, 3340, CoraaiiMloner lifer. 

• Ibid., pp, 1816-1820, 3439, 3440. 

• 10 I C. C. Decb. 342, June 25, 1904, 
14 
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the public and of mumcipalities and taxable values are de- 
stroyed; but those facts exist. They exist in my town, 
and these facts exist in spit<3 uf the fact that the city 
of Danville contributed *1 00,000 to the building of Uie 
Lynchburg and Danville Railroad,'* ^ 

The rate on canned goods from Hoopeston, IlL, to Nash- 
ville, Tenn,, is 27 cents per hundred. From Hoopeston 
to Memphis, several hundred miles further, the rate is 
19 centra. Frnni Greenwood, Ind., to Ntialiville the rate 
is 25 cents, to New Orleans 21 cents, to Mobile 20 cents, 
and to Memphis 10 centsJ The Chesapeake and Ohio 
Railway, the Norfolk and Western, and the Baltimore and fl 
Ohio, all carry lumber from the Blue Ridge Mountains. ™ 
The mte from the Shenandoah Valley to Philadelplua is 16 
cents per Imudred, winle from ijoints in the region a hun- 
dred miles or so further west the rate is only 14 cents. 
♦* The man who is producing lumber to-day on the eastern 
slope of the Blue Ridge Mountivins, almost within sight of 
tis, must pay 2 cents per hundred lbs, more to get lum- 
ber to rhiladelphia than the man 50 or 75 miles further 
west, who gets his lumber transported for 14 cents. Now, 
2 cents a hundred Urn. is 40 cenU a ton. That is f 12 a 
carload of 30,000 Iks, and that is probably about all the 
margin of prr^fit there is in himter of that kind/' All three 
I of tlie railroads are contmlled by one gmat railroad sys- 
B tern, yet they chiim that comf>etition among them justifies^ 
* the lower nvte in tlie region where they cross.' H 

Tlie rate on lumber from Chattiuiooga to Buffalo via^V 



I 



» 



> 



r 



Tlie rate on lumber from Chattiuiooga to Buffalo vim 
Cincinnati is 20 cents, while from Cliattanooga to Cleve* 
land, a shorter haul over the same road, it is 23 cents.' j 

* Sen. Com, 1905» p. 5441. Other witneffiM Agreed m to the opprMtife 
fmighl nXm^ wad nAid the town had «u1>«ldised two roadt. both of which 
aow controlled by the Soitthcrn Railway, hut they did not thiok town 

dimiiu»h«d \ 
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Com rates now (1905) are 13 cents per hundred from 
Omaha, 1400 miles to New York, and 25 cents from Boone, 
lowB,, 1252 miles to New York, 25 cents also from Dennison, 
Iowa, 1341 miles to New York, etc. Many similar facts 
might be named. And such discriminations between con- 
tiguous markets do not violate the Interstate Law. There 
is no requirement that one railroad Hne shall not charge 
less for a given distance than another railroad line charges, 
and even on the same line the long and short haul clause 
yields to the necessity of meeting competition* 

When Dubuque wants to buy things from the South it 
must pay much higher rates than Milwaukee, Madison, 
Chicago, Freeport, etc. Manufacturers in Fort Dodge and 
Dubuque, Iowa, have to pay higher rates to the Pacilic 
than manufacturers in Chicago and the East, 

Iowa raises com, cattle, and hogs, and would like to have 
packing-houses, but cannot because of the discrimination in 
favor of Chicago and Missouri River points.^^ Iowa busi- 
ness men also say that small poultry and dressed-meat con- 
cerns cannot compete with the big packers, on account of 
the private-car system and the concessions gi*anted the cai^ 
lines, and they complain vigorously of the discrimination 
against them in the rates on shoes, grain, cattle, iron, 
steel, etc. The railroads have decreed that Iowa shall not 
be a manufacturing State. 

" The Chaibma^. Why do you say that the railroads 
have decreed that Iowa shall not become a manufacturing 
State? 

" Hon. a. B. Cu^imins, Governor of Iowa. I reach that 
conclusion simply because all our manufacturers, when they 
attempt to reach beyond our own State, meet rates that so 
discriminate against tliem that they cannot compete with 
manufacturers elsewhere." 

In many cases a shipper at an intermediate point between 
Minneapolis and Chicago can send his grain to Minneapolis, 

^ Sea. Com. 1905, p. 2040. 
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rebill it to Chicago, and have it go back through his own 
town to destination more cheaply than be can ship dii^t 
to destination," 

From Cannon Falls the rate to Chicago is 15 cents a 
hundred on grain. The rate from Cannon Falls to Min- 
neapolis is 7 cents, and from Minneapolis to Chicago 7J 
cents. So it costs J cent a hundred more to ship from 
Cannon Falls direct to Chicago than to ship to MinneapoUs 
and from there back through Cannon Fiills to Chicago. 
And if he wants to send liis grain to Louisville^ Ky., it will 
cost hira 5 cents a hundred more to ship from Cannon Falls 
to Louisville, than if he sends his grain to Minneapolis and 
bills it from there to Louisville.^ 

Denver still suffers from the sort of discrimination de- 
Dril>ed in the preceding section.^ The rate in cotton 
goods from New England to Denver is #2,24 per hundred. 
From New England to San Francisco, 1500 miles further 
on, the rate is $1 a hundred in carload lots. On a ship- 
ment in relation to which a Denver merchant made com- 
plaint, the Burlington road received $25.95 from Chicago 
to Denver, whereas if the same sJiipment had been intended 
for ITiisco the Burlington would have received only $4.50. 

Salt Lake City also is wrestling with adverse freight 
rates. On cotton goods the rate from New York to Frisco 
is $1, while on the shorter haul from New York to Salt 
Lake it is just double, $2 per liundred.** The rate on 
window-shade cloth from New York to Salt Lake City is 
$2.30. CaiTying it 800 miles further, New York to Cali- 
fornia, the railroads charge only 81, and this affords a slight 
profit. Is it not clear that tlie $2.30 is excessive? ** " The 
men who build a city in the interior cannot expect 



to get I 



u Sen. Com. 1905, p. .14. 

w Ibid. See 10 I. C. C. Becia. 650, &qi) Rep, 1905, p. 36, 
^ Complaiat of Deorer Chamber of Commerce, Sen. Com, 1905, p. S357. 
" Sen. C^m. I90!i, p. 3336. 

^* QaealioQ of Mr. Fil«r of laterftnte ComoLiiaioii to Sea* Cool 190S, 
p. 3337, 
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as reasonable a rate as the men who buDd their city on the 
shore of the sea, but the difference should be a reasonable 
one/^ 

It would seem that the men who build in the interior 
might expect that they would not be called on to pay rail- 
way fixed charges on coast traffic as well as on their own. 
It is unfair to give the coast people the celerity of railway 
traffic at the cost of water traffic. The raili-oad theory that 
every pound of freight is to be secured that will pay the 
cost of hauling or a httle more, though a water route or a 
shorter rail line might carry the freight at less absolute 
cost, is not in accord with sound public policy or the saving 
of industrial power. It is an economic absurdity to haul by 
rail what can go more cheaply and as safely by water. A 
co-operative company or a consolidated company of any 
honest and sensible variety, owning both the milroads and 
the steamboat lines, would divide the traffic in such a way 
as to secnre the maximum economy and convenience, and 
would make a reasonable payment for the extm speed and 
other advantages of railway transit tlie main condition of 
selecting that method of transportation, with an option in 
the company under specified conditions to facilitate the 
full loading of trains and boats through the adjustment of 
rates i 

The case of Spokane is a specially aggravated one. The 
rate on bar iron from Chicago to Spokane is 82.07 a hun- 
dred against SI. 25 to Seattle ; iron pipe $1 to Spokane, tSO 
cents to Seattle ; lamps f 2.35 to Spokane, $1.10 to Seattle ; 
belting $3.13 to Spokane, and $1.65 to Seattle ; mining-ciir 
wheels 81.26 to Spokane and 86 cents to Seattle ; cottons 
SU6 to Spokane, 90 cents to the coast; soap (toilet) $1,23 
to Spokane, 75 cents to coast cities ; wire and wire goods 
$2.85 to Spokane, $1,50 to the coast; sewing machines 
$2.25 to Spokane, $1.40 to coast; typewriters 85.96 to 
Spokane, 83 to the cities of the coast. 
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In general the rates from the East to Spokane are 
through rates tu the coo^t plus the local rates from 
coafit back to Spokane,*^ 

The preference which Tacomii, Seattle, etc., have over 
Spokane is about 80 percent. Sj^tokane pays about $L80 
on shipments from Chicsigo, while Tacoma and Seattle pay 
$1m^ Spokane is a great raikoiul junction, but competition 
has been suppressed by agreement between the lines, wliile 
competition is e^till active at Tacoma and Seattle, so tliat 
under the decision of the Supreme Court the railroads are 
free to discriminate ag^iinst Spokane, Aside from water 
competition tlie railroads want to build up Seattle. They 
have invested a great deal of money in docks and facilities 
for doing business there. The manufacture of wooden 
pijjc was flourishing in SjKykane. The company was shii> 
ping 2 carloads daily aiul its pay ihdII was $3,000 a month. 
A rival factory in Seattle, backed by the big lumber firms 
of the coast, got the railways to make rates tliat enabled it | 
to lay down the manufactured pipe in Spokane about 60 
percent cheaper than the Spukane fiu.'tory could make it* i 
The situation came to light November, 1903, two montlia 
after the rates went into effect^ wiien tlie Spokane factory 
came into competition with the Seattle fat*.toiy for a eon- 
tiuct at Butte, The bid of tlie Seattle firm was less than . 
the pipe could be sold for at Spokane by the factor}^ in tha^M 
city, and Butte is 384 miles eaat of Spokane. Tlie mte^^ 
shut off the Spokane factory from the East entirely. In 
about 8 months that flourishing manufacture in Spokane 
was wiped out.^^ There was no water competition here 
t>o make an excuse for discrimination, for the cut was 
made from Seattle east to Spokane and points still further 



east. 



>• 86D Cnm. tt^D$. pp. 2930, 2940. 
J' Ibid., p. 29U. 

^' See HUtemontfl of Chamber of Commerce of SpokAoe and teetimoiiy of 
ill tepreattitatiTe, Brooks Adams, Sen. Com. 1905, pp, 2917» 2918. 
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The paper-box manufacture was forced out of existence 
in Spokane by similar discriminations. Eastern factories 
can lay down the boxes in Spokane cheaper than the local 
factories can get the strawboard. So with other trades. 
The manufacture of sash would be rapidly developed if it 
were not for the grievous discrimination on window glass, 
S1.38 from Pittsburg to Spokane, against 90 cents to Port- 
land, Seattle, etc. 



* < 



CHAPTER XXVm. 

OTHER PLACE DISCRDONATIOKS. 

Tekbe are multitudes of other place diseriminatioDS besides 
those related to the long and short haul question. The 
Business Men's League of St. Louis and the St. Louis 
Merchants Exchange complain of serious discrimination 
against their city as compared with Chicago, Kansas City, 
Omaha, etc., in rates on com, wheat, oats, groceries, haid- 
ware, and cotton.^ Des Moines gets supplies from Chicago 
at 60 cents, while Fort Dodge, the same distance from 
Chicago, pays 72 cents.^ Shoe manufacturers and whole- 
sale grocers of Atlanta who have had to close down declare 
they were ruined by discriminative freight rates. Two 
years ago a prohibitive rate was put on cotton bound for 
Atlanta, but the freight agents of the leading railroads 
entering the city were indicted by the Federal grand jury 
and the rate was withdrawn. Mobile complains of loss of 
business because of discriminations in favor of New Orleans 
on one side and Pensacola on the other. The Fort Wa3me 
Commercial Club complains of discrimination in rates, 
demurrage, switching, supply of cars, etc. The lumber 
rate to Boston from points in West Virginia on the Nor- 
folk and Western is 29J cents, while points on the B. & O. 
and Chesapeake and Ohio in the same State and the same 
distance from Boston have a rate of 23^ cents.^ The 

1 Sen. Com. 1905, pp. 2527-2529. 

s Senmtor Dolliver, Sen. Com. 1905, p. 2094. 

• Sen. Com. 1905, p. iS7a 
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Pennsylvania Railroad taking lumber to points on the Long 
Branch Railroad made the rates by adding to the New 
York rate an arbitrary charge o£ 5 cents a hundred lbs. if 
the lumber came from Saginaw, Mich*, but only 2 cents 
if the shipping point was Buffalo; held an unlawful dis- 
crimination.* 

Even so important a city as Philadelphia has had serious 
complaints to make at times of the favoritism shown New 
York by sending many of the best trains from Washington 
north through Philadelphia without running into Broad 
Street Station, but stopping only at West Philadelphia, 
and by arranging excursion tickets so that southern buyers 
would go to New York instead of Philadelphia.^ 

In June, 1905, the New Haven and Hartford notified 
connecting lines that it would not receive any further 
shipments of coal for delivery east of the Connecticut River 
or north of Hartford after August 31. Such an order 
constitutes a compound discrimination against certain 
localities and a specific commodity. 

The whole of New Englantl suffers from a discrimination 
of about 100 percent in freight rates, the average rate in 
New England being about double the average for the 
United States. Quoting my testimony before the United 
States Industrial Commission: *' Another phase of discrim- 
ination was brought out very prominently in our studies in 
New England, and tlie best source of information, perhaps, 
is the report made by the Massachusetts Railroad Commis- 

* 10 I. C. C. Deci§. 456, Jan. 13, 1905. 

* See the aeries of broudsidea on thcao snbjects in the Philadelphia North 
American during Atiguat. 1&03, anil the early part of 1904. An excursion 
ticket from Washiogton to New York and return allowed 10 dayw in New York. 
Formerly a Aonthem buyer going north on such a ticket could stop over in 
Philadelphia. But in 1903 this stop-over privilege wat revoked, and if the 
bnyer stopped in Philadelphia and then bonj^ht an excursion to New York be 
could only §tay five days in New York. The result was that southern bnyert 
began to leave Philadelphia out in the cold and merchaDts found that '* the 
present tariff arrangements are working iiicalcniable injury to wholesale 
hotLses in Philadelphia/* and some of them had to open houses in New York. 
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', Alexander says that the railways should hare credit 

aecreasing the discriminations made by nature. ^'Thirty 

re ago it cost over a doUar a pound to carry from New 

k machinery and tools to work the mines of Utah, and 

s trip consumed the whole summer, during which the 

LTchaser lost the use of Ms money. Now the trip requires 

uat two weeks or lesst ^^d the rate is about two cents. 

Comparing these rates, and considering the character of 

e present service as compared with the old, it is not an 

ezaggemtion to say that the xailioads have remoyed about 

iinety*iuiie one-himdredths of tihe disorimiimtion a^^onst 

ah which oatme oidained ia sarroundiiig her yrUh 

sertB and mountains/'^ 

It is true that the mUways have greatly reduced the ob- 
stacles of nature, but it is also true that they have used 
their power of reduction unequally, arbitrarily, and un- 
justly. The discriminations of nature have not the quality 
of justice or injustice that attaches to discrimination by 
human agencies. In the exercise of the function of re- 
moving the difficulties of nature the common carrier most 
be impartial. 

u £. p. Alexander in *' Railway Practice/' p. 8. 



CHAPTER XXIX. 

NITLLIFTIKQ THE PROTECTIVE TARIFF. 

The railroads continue to nullify the protective tariff upon 
imports, and erect a counter protective tariff of their own 
in favor of foreign goods and against domestic manufac- 
tures, aiming to supply home markets* while on the other 
hand they facilitate the export of our productions by rates 
much lower than the charges on the same goods for the 
same haul when intended for domestic consumption. The 
effort seems to enable our producers to capture foreign 
markets, and to give our markets, especially the transcon- 
tinental markets, to foreign sliippers. Anything to get 
business, long-hauls, ton-miles. 

The Industrial Commission found that merchandise for 
export went from Chicago to New York at 80 percent of 
the ordinaiy transportation rates, and grain from Kansas 
City to Chicago took 3 cents a huudi*ed lower rate if billed 
for export than if intended for local consumption.^ The 
export rate on wheat from Chicago to New York is 15 cents, 
the domestic rate 20 cents; from Kansas City to Galveston 
the export rate is 17 cents against a domestic rate of 
334 cents.* 

Another recent investigation shows that wheat from 
Kansas City to Galveston was paying 27 cents if for do- 
mestic use, against 10 cents if intended for export. The 



* iDd. Com. IT, p. 194. 

« 10 L C. C. Decb. 1904, p. 58, 
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rates fluctuate, but if the domeetic rata flies low tfae foreign 
rate flies lower still. 

The price of grain in Liverpool is determined by world 
competition ; the railroads cut rates so that our grain can 
be sold in Liverpooi They get a little more than tie cost 
of hauling and are satisfied. 

When oil is selling at 9 cents a gallon here it can he 
bought at 3 cents for shipment to Europe- 

RiLilroatls often give manufacturerB a reduction of 
S3| percent for expoit, and manufacturers sell at 30 per- 
cent less for export. Mr, Bacon told the Senate Committee 
(1905) that the export rates from all inland poiJits to the 
Bcaboard have been for years 25 to 33 pei^ent below the 
-tes on goods for domestic use-* 

The rate on rails from Pittsburg to Hongkong via San 
Francisco is only 60 cents per hundred, or less than the 
rate between points a few hundred miles apart in this 
country. 

*' For the past two years the trunk lines have given the 
steel and iron producers a reduction of 33 J percent less 
than the published tarifiE on domestic freights, so that all 
iron and steel exported is carried at one-third less than the 
people of this country are required to pay on freight of the 
same character." * 

American steel has sold at Belfast for $24 a ton, while 
purchasers in this country had to pay $32 a ton at Pitts- 
burg for the same steel.^ American rails sell for $28 a ton 
for home use, but for foreign use they can be bought in 
New York for $19 a ton and delivered in Beirut for $22.88. 
Last year Mr. Wright, general manager of the Macon and 
Savannah Railroad, stated that his road had to pay $29 a 
ton for 5,618 tons of steel rails, although the same steel 

* Sen. Com., 1905, p. 19, Bacon. 

* Ibid., p. 19. 

* J. C. Wallace of the American ShipbuUding Co.« June 2B, 1904, to the 
CongmaionAl Merchant Marine. 
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company offered him rails for Hondurafi at $20 loaded on 
vessels chartered to a foreign port.^ During the last three 
or four years, while the horae price has been $28, the price 
for expoit has been $5 to $12 below the home price, and 
during the period 1902-1904 the difference has been $8 to 
f 12. The Great Northern and the Northern Pacific pay |28 
a ton for rails, while their competitor, the Canadian Pacifict 
buys the same rails for $20 a ton and sometimes for $18 a 
tonJ Even the United States Government could not get 
fair prices at home for tlie materials and supphes needed 
for the Panama Canal project^ and found it necessary to 
open tJie competition to foreign bids. Even if it were de- 
termined to use only American goods they could be bought 
more cheaply abroad than at home. Matters are arranged 
so that goods are hauled across the ocean to Europe and 
then hauled back and sold here at lower prices than they 
could be bought for at the factory here for home use. If 
the railways and the steamboats and the allied interests 
make money they do not care how much industrial power 
is wasted. 

An investigation last year brought out the interesting 
fact that the cheapest way sometimes to get gomls from 
Chicago to San Francisco is to ship from Chicago across 
the Pacific Ocean and tlien back tct Califoniia. The Inter- 
state Commission says : *' The complainant desired to ship 
the machinery for a stamp mill from Chicago to China, 
Being interested in a line of steamships between San Fran- 
cisco and the East, his intention was to make shipment to 
San Francisco and thus to destination by his own line. 
Upon investigation, however, he learned that tlio nite from 
Chicago to San Francisco was $1.25 per hundred lbs., while 
from Chicago to Shanghai it was 90 cents per hundred lbs. 
The rate at that time from Sliangliai to San Fmncisco was 
20 centa per hundred lbs. Had he desired to lay down his 

• Sco WHjjht*ii letter printed in the ipeech of Senator Bax^ti of Georgia, 
Con^nhnai Record^ April 25» 1904, 

V T^^moQf ofJ&mo» J, Bill Mot% th« Mjkm« Comn^mo^. 
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stamp mill at San Francisco, lie could have shipped it to 
Shanghai, and from Shanghai back for 15 cents per hun* 
dred lbs. less than tlie dii^ect rate from Chicago to San 
Francisco," ® 

Pi^sident Tuttle of the Boston and Maine tells of a cargo 
of flour carried from the Pacific Coast around the Horn to 
England and then back to Boston to be delivered to a 
starch factory at Watertown. " A sailing vessel had gone 
to the Pacific coast with goods from Europe. There was 
some lack of a cargo for return. They found a lot of soft 
wheat flour there with which they loaded that vessel and 
carried it to Liverpool and put it in storage* Then the 
owner of the flour began to hunt around the world for a 
market, and found that within ten miles of Boston he could 
sell that flour to a starch factory at a profit and pay for the 
additional land haul of 10 miles," 

*' The Chairman. It first went to Liverpool ? 

** Mr. Tuttle- Went from San Francisco around the 
Horn to Liverpool and then across the Atlantic back to 
Boston. In order to cany that flour to Watertown, across 
the continent by rail, the railroads would have had to make 
a rate which was practically nothing, because the tmnspor- 
tation by water is so extremely low that you cannot put 
the railway mte against it and make a profit. The cost of 
carriage of a ton of freight by a large steamer is so low that 
there is hardly any way to figure it. We have to meet 
those conditions. That is what we are doing.'* ^ 

The low rates on imports enable European manufacturers 
to ship their goods to our western Stiites more cheaply than 
our own eastern manufacturers can send their goods to the 
West, Rates on imports are frequently only a third of 
rates on domestic goods over the same lines,^^ and some- 

• 10 L C.C Decia. 1904. p, 8L 

• Son. Com. 1905, p. 919. 
^ Ibids^ p. 20. GtasB. for example, costs 53 ceDts b hnodred from Boston 

to Chicago, while it win go aU the way from Antwerp to Chicago for 40 cents, 
Mod the railroads get only a (ractiou vi i\\^ tUtough charga. 
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times the difference is gi^eater yet And it is not confined 
to maniifacturers. Thousands of acres of Kaolin mines 
from which the finest chinaware can Ije made are idle in 
the region round Macon, Ga.» because clay can be shipped 
from England to Ohio factories cheaper than it can go from 
Macon to Ohio, Several mining companies hiive had to 
quit business because of foreign competition favoi^ by low 
import freight rates. 

Both export and import reductions lead to serious 
discriminations, not merely as between our people and for- 
eigners, but among our cities and shippers. 

Unscrupulous shippers take advantage of the export rates 
in the domestic tratle, billing their freight on the export 
basis. Grain, for example, is *' billed for export " to Chi- 
cago or New York or other centre ; and then " the destina- 
tion is changed in transit," that is, after the grain or other 
shipment gets to Chicago or New York, the shipper stops 
it thei^e^ or orders it to Albany or Worcester or otherwise 
changes the destination.^^ The same thing is done in the 
packing-house trade to New York. The Vanderbilt traffic 
manager says : " Our domestic business does not amount to 
anything.'* About all the dressed teef that goes east ap- 
pears to be for export. When asked how the eastern terri- 
tory got its dressed beef, the manager said : '* I could not 
give you any information on that point/* ^* 

Such results are worse even than the difference between 
the export rate on wheat and on flour, which tends to dis- 
courage the milling of wheat in this country and throw into 
the hands of foreign millers business that belongs to our mil- 
lers. Worse than tliis or than the discouragement of home 
manufactures by cut rates on imports, is the discrimination 
in the export and import rates in respect to different ports- 

** One of the most remarkable trade movements of recent 
times is the growth of the Gulf porta at the expense of New 

n Ind Com, it, p. 194. 

M I. C, C. Beef Hearing, Dec. 1901, pp. 105-107 1 »ee aUo pp. 87,88* 

16 
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York and other Atlantic ports. New Orleans has become 
the second largest grain-exporting poi% and gives promise 
of becoming the first, Galveston*s export and import trade 
is rapidly inci^asing. In 1897 New York handled 77.9 per- 
cent of the wheat, com, and flour exports, and in 190-4 her 
share had dwindled to 36.9 percent. The Gulf ports have 
made coiTcsponding or greater increases. Natiiml advan- 
tages, including proximity to supply centres, and the 
extension of port facilities for hamUing cargoes, hav^e had 
something to do with tim inci'ease of exports from the Gulf 
ports, but the chief factor has been the differentials made 
by railroads connecting with those ports> So alarming is 
the decrease of commerce through the port of New York 
that an effort is bein<^ made to secure a lemslative investi- 
gation of the subject." ^^ Tlie Chairman of the Committee 
on Foreign Commerce for the Baltimore Chamber of Com- 
merce says : *^ We are gradually shrivelling up because of 
discrimination in freight rate^. Ever since December last, 
1904, when the grain mtes were advanced 1 to IJ- cents on 
export grain and 3 cents for domestic delivery, business in 
this city has almost come to a standstill. . . . The Gulf ports 
are getting it all, and while millions of bushels of com were 
accustomed to aiTive here, after the Deceml>er marketing 
from the Southwest, not one has l>een received since the 
first of the year< Firms formerly engaged in the exporting 
business in this city have pulled up stakes and have gone 
to New York in search of better railxoad opportunities, . , • 
The Chamber of Commerce here is meeting daily to de\ase 
a means of surmounting the danger whiQh now threatens 
the export business of Baltimore/' 

The Government is forbidden to favor one port more 
than another, but the railroads are left free with a power 
of favoritism greater than any the Government possesses, and 
tlaey ai^ using the power as we have seen* Section 9, of 
Article 1, of the Federal Constitution says : **No preference 

" Sen, Com. 1905, p. 1462. 



NULLIFYING THE PROTECTIVE TARIFF 227 

shall be given hy any regulation of commerce in revenue to 
ports of one State over those of another." 

Congress itself cannot establish any differential that 
would give one port of the United States an advantage 
over another port. But what the Constitution forbids 
Congress to do the railroads can do and have done, by 
manipulating the rates on exports and imports, thereby 
making business flow to whatever ports they please. 






CHAPTER XXX- 

SUMJIARY OF METHODS AND RESULTS. 

We have dug down through the geologic epoclis of dis- 
erimioation, and have examined the living varieties* The 
predominant forms have changed, but none of the specied 
we find among the fossils of the earlier strata have become 
extinct, though some of them, ticket scalping and the 
direct rebate for instance, are much less in evidence than 
formerly. 

Passes * and other personal discriminations* still prevail, 
and the assortment of favoritisms in freight traffic is larger 



1 See eridence adduced io Chapter XL The worda of the Indastrial Com- 
miBjiioQ ore stiU true: '' There seemii to be a general agreement thit the j 
of free pasfles \n carried to a degree which makes it a serioas eriL 
are Btill frequently gnwled to the in embers of State and national leg:ialati] 
and to pEblic officers of Tnany claitaes. * . * And atreaa la often laid on the 
opinion that the issue of paa^tea to public officers and leig:talator3 in vol res an 
eiemeot of bril>ery," ( VoL iv, p. 18.) 

^ Salaries are paid to favored persona ; stock is given to influential people; 
and tips on the market are g^iven to congressmen and others whose favor may 
lie of advantage. And the railroads act against those they dislike aa vigor- 
OQsly as they act in favor of their friends. A carious illustration of the 
extent to which railways will sometimea go in their breaches of nentrality 
occurred in connection with the recent trip of Thomas W. Lawaon In the 
Weft During the Chatauqna exercises at Ottawa, Kansas^ the Santa Fe 
Adrerttsed speciala to run every day. The day that Lawson was to apeak, 
however, no specials ran, and thousands of people were unable to go. as they 
had expected, to hear the man who was attacking Standard Oil and its alliaa. 
The specials ran as advertised every day up to " Lawson Day," and began 
running again the day after. The Santa Fe may not approve of Mr. Lawaon^t 
statements and in common with all other cicizens it baa the right to oppOM 
irijo with dmpTooi, bat is n^t it a Wtt^ 9^iaii^<b m t^ land oC 
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than ever. Here is a list of more than 60 forms of discrim- 
ination that are now in use, many of them constantly and 
others as occasion may demand : — 
Passes. 

Ticket brokerage. 
Private passenger-coaches. 
Gifts of stock. 
Tips on the market. 
Secret rates* 
Rebates. 
Elevator and compress fees. 
Commissiuiis to favored shippers as though they were agenta 

of the company, to secure for it their own freight. 
Salaries to favored persons as nominal employees, or fees for 

nominal services. 
High salaries or commissions to real traffic agents who divide 

with favored shippers. 
Cash contributions to shippers in the guise of payments to 

" encourage new industries.' ^ 
Paying " transfer allowances ** to some shippers for carting 

their own goods. 
The ** strawman '' system. 
" Expense-bill " abuses. 
Loans to dealers and shippers or consignees to increase ship* 

roents or divert them from other roads. 
Combination rates of which informed shippers may take ad- 
vantage* 
Making the published rate cover the price of the goods as 

well as the freight for some shippers. 
Flying rates, or ** midnight tariffs." 
Terminal or private-railway abuses — unfair division of rates, 

etc. 
Private-car abuses — big mileage rates, excessive icing charges, 

exclusive contracts, etc. 



speech, and equal tights, for one of the boft railrcMuls in the country to 

boyrott a Cbataaqtm day hecaDse a m&a it does not approve of is to speak? 

Btmilar experfences with the railroad eerrico are reported from the Cba- 

tauqua at Fairbury, Nob., when Lawiton spoke there. 
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Espionage, giving some shippers inside information of tbe 
business of other shippers, 

Maintaioing or paying for the maintenanoe of tracks or othat 
property belonging to the shipper. 

The long and short haul abuse. 

Unjust differences in the rates accorded different places to 
favor certain localities, or individuals who have busineM 
interests located there. 

Unduly low rates to ** competitive points '^ in general, as com* 
paired with local rateSj building the cities at the expensa 
of the country. 

Unfair classification. 

Use of different classification for local and for through traffic. 

Laxity of inspection in case of special shippers^ enabliug 
them to get low rates on mixed goods in carloads billed 
at the rate appropriate to the lowest product in the 
mass. 

Intentional mistakes in printing tariffs, a few copies being 
run off for favored sliippers, after which the mistakes ate 
discovered and corrected for the ordinary shipper and the 
Interstate Commission. 

Fictitious entries in the '^prepaid'* column of the freight 
bilL 

Instructions to agents to deduct a certain percentage from th« 
face of the bill when collecting for specified shippers* 

Payment of fictitious claims for damage, delay, or overcliai 

Making a low joint rate (or single rate either) on a given com- 
modity when shipped for a purpose confined to a few ship- 
pers, while other shippers using the same commodity for 
other purposes have to pay much higher rates. 

False billing, — 

false weight — underbilling, 

false number — billing a larger number of packages than 
are sent and claiming pay for the difference, 
false description — putting goods in a lower class than the 
one to which they belong, 

false destination — billing for export and changing detl 
nation in transit. 
Not billing at all — cattyViig ^ocA^ It^^, 
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Excessive difference in the rates for large and small shipments. 
Unfair discrimination between shipments in different form — 

barrels and tanks for example • 
Charging more when the freight is loaded in one than when it 

is loaded in another way practically identical so far as the 

railway is concerned* 
Favoritism in switching charges, demurrage, etc* 
Direct overcharges, causing loss through delay and expensive 

litigation, or through excessive payments. 
Withholding cars. 
Delay in carriage and delivery. 
Refusal to deliver at a convenient place. 
Difference in time allowed for unloading. 
Refusing privileges accorded others, — 

milling in transit, 

division of rates, 

credit, or payment of freight at destination, 

station and track facilities, 

special speed. 
Selling or leasing terminal or other rights or properties to 

favored shippers so as to exclude others absolutely. 
Refusing shipments to or from certain persons or certain 

places. 
Failing to run advertised trains or taking other si>ecial action 

in order to interfere with plans of an opponent, e.g., to 

keep people from going to mass meeting at which he is to 

speak. 
Unfair difference in the service accorded different places. 
Cutting off part or whole of a customary service. 
Side-tracking cities and towns, or depriving them entirely of 

railroad facilities. 
Arranging sto plovers so as to drive business to other cities. 
Arbitrary routing of shipments. 
Payments for routing. 
Guarantee by railroad against loss upon shipments over its ' 

line. 
Unreasonable differences in the commodity rates on different 

articles* 
Prohibitive rates on special commodities oi sig^c,\ai %\i\Y\£kSixw^. 




Unreasonable differences between the rates on the same goods 

going and coming between the same places. 
Special rates on goods for export. 
Special rates on imports. 



2*1^^ 



Even this long liat does not cover the whole field. 
The cases on record do not exiiaust the possibilities of di^^ 
criminatious. The following bit of testimony shows ho^H 
easy it is to invent new ways of passing milroad moneys 
into the treasuries of favored shipijers^ — ways that would 
not be interfered with by any kw short of public control_ 
of the purchase and sale of merchandise. Mr, Ga\ 
the agent of the Vandalia line, was being examined by 
Interstate Commerce Coniraission in March, 1901. On 
question as to how business couUI be got by giving advan- 
tages to shippers without cutting nites Mn Gavin said^d 
" There is nothing to prevent my going down to the pool^^ 
ing-house and piiying $10 apiece for hams if I %vanted to; 
if I did not want to cut a rale, there is generally a way 
of the hole.'' 

•*COMMI8SIONKR CLEMENTS, A good many w^ays ; 
it is your belief tliat a good many of these have btsel 
practised, is it not? 

*• Mk. Gavin. I do not know. I would not like to say, 

** Commissioner F*roittv. If you bought hams enou|^ 
at $10 apiece the packing-house could give you the trai fio at 
full rates? 

"Mr* Gavin* Yes, sir, 

'* Co>oiis8iONEK Pbouty. Have you ever known tha^ 
to be done? 

** Mr. Gavin. No, sir; but I say there are lots of way 
out of the woods " 

Almost everybody agrees, in public, that railway favorit- 
ism ought to be stopped."^ It disturbs tlae fair distribution 

■ Mr Appleton Mor|;ii», -writiug in lb© Popular Science Monthly 

March, 16S7, eoid (p. 58ft) . " Ueba.r^ And discnmioatioiis are oeHher pecutid 

» railways nor dangexouB to the ' republic.' Tbey iire ai uetfiio&rj Aod i 
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of wealthy undennines industrial justice, business morals, 
and political honesty; builds monopoly; wastes resources, 
and causes enormous loss to the railroads as well as to the 
persons and places that are discriminated against 

Railway discrimination breaks down the equality of 
opportunity that is one of the fundamental rights recog- 
nized in every countr)^ It tends to separate success from 
merit and industrj^j and make it depend on fraud and 
favoritism. Judge Grosscup touched a vital point when 
he said to tlie Boston Economic Club, March 11, 1905: 
"Any difference in rates permitted by law, even though 

harm]e80 to tbo former a? is the cbromo which the aeamsti^Aa or the shop- 
girl gets with h<^r qoArter-ponnd of tea from the sm&tl tearmerchant^ and no 
inore daugeroma to the latter than are the aforesaid cbromoe to the small 
recipients/' 

Geaeral Manager Van Etten of the B. & A. says diacriminatioti is the 
AmericaD priDciple. Ydq find ii everywhere. You bny goodn at wholesale 
much cheaper than you can get them at retail. It %& the same with gOB and 
water aod electric light. 

A number of railroad men take the Tiew that " railroad senrice " is a oom- 
modity to be sold like anj other sort of private property at whatever price 
the owner can get or chooses to take. 

The trouble wtth these statements (aaide from the quantity plea which 
may be allowed within rcadODable limits) ts that the differencen between rail- 
way service and ordinary mercantile service are not taken into account 

If people found they were an fairly treated by the bakeries or groceriot 
or shoe stores of a town, it would be easy to estahliah a new atore co^pera- 
tiTcly or otherwise, that woold be fair and reasonable, aad that possibility 
keeps the store fair as a rule even where there is no direct competitioo- Bat 
when the railways do not deal jnstly with the people of a town they cannot 
build a new road t^ Chicago or San Fnuieieco. It is the monopoly element, 
together with the vital and all-pervading inflnence of transportation, that 
differentiates the railroad service from any ordinary sort of commerce. If 
bread stores or shoe stores combined, and, by means of ctmtrol of raw mater- 
ial or transportation facilities, erected a practical monopoly or group of 
nonopoliea, and favoritism were showa in the sale of goodj* by means of 
which those who were favored by the monopolists got all the chroraos and 
low ratejt, and grew prosperoun and fat, while those who were not favored 
went chromoIeRS and grew thin in body and emaciated in porse^ it is not 
improbable that the President wonld write a message on the bread question 
and the leather question, and a Senate committee would be considering legis- 
lation to alleyiato the wor»t evila of the bread and shoe monopoliM without 
itoppiDg the game entirely* 
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based oa the bulk of the tomiage handled, is a direct aud 
effective blow, by the nation itself, at the principle that 
every man, whatever his present business size, shall be 
given equal conditions and equal opportunity. . • . In this 
countiy there is no such thing as size to a business man. 
The man of little size expects to get big. He has a right 
to get big* He has a right to have the atmosphere of 
equal opportunity and equal conditions in which to grow, 
and excepting, of course, some unit, such as a ton or a car, 
the charge ought to be the same for the little as for the big 
fihipper." * 

The railways are public highways, they exercise govern- 
mental powera and fulfil governmental functions, and it is 
an atrocious misuse of social power to employ these so as to 
give special advantages to a few members of the com* 
munity. The Interstate Commission says : ** The railroad 
is justly regarded as a public facility which every person 
may enjoy at pleasure, a common right to which all are 
admitted and from which none can be excluded. The 
essence of this right is equality, and its eDJojrment can b© 
complete only when it is secured on like conditions by all 
who desire its benefits, The railroad exists by viHue of 
authority proceeding from the State, and thus differs in 
its essential nature from every fonn of private enterprise. 
The earlier is invested wnth extraordinary powera which 
are delegated by the sovereign, and thereby performs a gov- 
ernmental function. The favontism, partiality, and exac- 
tioDs which the law was designed to prevent resulted in 

* In their eBtalilished tariffs our railrcmds do apply th« same rates per 
huEidiisd whether the goods moved in carloads or tr&in-lojida. The Comp 
mmsion has held that the law requires this, and Com mtsai oner Prontjsayt that 
the open adoption of any different rtile wonld create an mturrectioD thai 
Congress wonld hear from from all prtrts of the coantry ; bat he thtnkj 
that in certain cases^ Iive-j»t(jcl£ and perisihalile frait for example, the r^Qroads 
shot] Id hare a right to make lower rates by the train-load than by the carload. 
In reference to cost of serTJct» there m groond for «ach a differeoce, bat co 
fi^oands of pnblic policy is it not a mistake to favor the giaut shipper in thk 
W3/ Mud §0 help the baUding ot triiBte aiid motvo^Ueat 
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large measure from a general misapprehension of the nature 
of transportation, and its vital relation to commercial and 
industrial progress. So far from being a private posses- 
sion, it differs from every species of property, and is in no 
sense a commodity. Its office is peculiar, for it is essentially 
public. The railroad, therefore, can rightfully do nothing 
which the State itself might not do if it performed this 
pubUc service through its own agents, instead of delegating 
it to corporations which it has created. The large shipper 
is entitled to no advantage over his smaller rival in respect 
to rates or accommodations, for tlie compensation exacted 
in every case should be measured by the same standard. 
To allow any exceptions to this fundamental rule is to sub- 
vert the principle upon which free institutions depend, and 
substitute arbitrary caprice for equality of right." ^ 

The losses to the railroads cannot be estimated accurately, 
but we have some interesting hints. Franklin B, Gowin 
said in 1888: "The gross receipts of the railroads of tliis 
country, in round numbers^ are eight hundred millions of 
dollars per annum, and I verily and honestly believe that 
one hundred millions of dollars annually are taken out of 
the pockets of the people of this country by unjust railway 
discrimination, and turned over to this privileged class — 
and this is equal to a tax of two dollars per heiid paid by 
the people for the sake of building up the new aristocracy 
of wealth that in this free country arrogate to themselves 
the position of the nobility of the older countries. It is 
utterly impossible that there can be any success attending 
a monopoly of natural products without the aid of the un- 
just discrimination of railroad companies. And only when 
such discrimination ceases will all people be placed on terms 
of equality/' 

If the losses were more than $100,000,000 a year when 
the total income of the railroads was $800,000,000 a year, 
the losses now i;^ith an income of about $2,000,000,000 a 
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year are probably, at least, $200,000,000 a year, allowing 
for all the saving that is claimed to have resulted from the 
Elkins Act A raili-oad officer who says his road has con- 
stantly disregarded the Interstate Commerce Law declares 
that in more than one year the net revenues of his company 
^^ would have been increased by more than 15 percent if no 
rebates bad been paid to favored customers." The hun- 
di^ds of millions which the transportation systems of this 
country have, during the period from 1887 to 1905, earned 
and repaid to the men who controlled the large industrial 
products of the country — coal, iron, grain, salt, sugar, oil, 
provisions, and lumber — belonged equitably to employees 
and stockholders (or to the people). "And the history of 
this period may be repeated as often as the whim or the 
interest of a traffic manager or owning director prompts or 
requires." ^ 

The losses through the disturbance of business, interfer- 
ence with the relation between energy and industry on one 
side and success on the other, depression of localities, and 
ruin of individuals, are beyond computation* 

Most shippers would be glad to do away with discrimina- 
tion if they could be sure that there would be a square deal 
all round, fair play, and no concessions to their rivals. And 
most railroad men would be glad to be protected against the 
discriminations that are forced upon them by the shipperSi 
and by competition among the roads, if they could be sunB 
that the published rates would really be adhered to by their 
competitors. 

Law after law has been passed to prevent unjust dis- 
criminations, and yet in spite of the contrary statements 
of some witnesses,^ it is perfectly clear that they have 

• Ofitlook, Jnlj 1, 1005, p. 577, 

^ We hftve se«n earlier in this ch(ipt«f that a ntimber of nulroAd men and 
oihen told the Senate Ckrmmittee that they believed rebates and discriminar 
tioDfl t^ h&ve ceaiied. In his excellent book^ " The Slrategj of Great Railroada^'* 
Mr. Speoxinan sajs: " Alexander J. Caaeatt has made nDJu^t di*trrinitnattoti In 
fsUroad traffic a thing of the past." Bometimaa we are aAsured : '* There can 
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lot ceased, and that comparatively little has been done in 
that ditection. 

^m Railroad men in high position declare that discrimina- 
^Bions always will exist. President Ripley of the Santa Fe 
^■a}"s: *^The situation is practically remediless. I think 
^Bt will always be.'*^ President J. J. Hill of the Great 
^northern says : *' You may say there shall be no dis- 
Hl^iniination. Bnt that condition will never exist. If there 
were no discrimination the people would come down here 
in great throngs and ask you to authorize discriminationt 
We hixve to discriminate.'*' When I asked President 
Fish of the lUinois Central how discriminations could be 
^Mtopped he said : '* Tell me how to enforce the Ten Com- 
Hpiandments and 111 tell you how to stop discriminations. '* 
Another railroad president, whose name I am not at liberty 
to give, said in i^ply to tlie same question : " Discrimina- 
tions will never cease so long as there is competition 
among the luilroads, or political favors and protection can 
be secured thereby, or railways and raQway men are inter- 
ested in other businesses than tmnsportation," President 
HiU also recognizes the factor of special self-interest in 
HAddition to the influence of competition. He says: *'I 
Hlhink that every railway officer in this country should 
be disqualified from having any interest, directly or in- 
directly, in any large producer of traffic, wliether it is 
a coal mine or a factory or a mill or anything else, on a 
line of railway where he is on the pay roll.'' 






lie no doubt but that, on the whole^ the freight rates of the comitTy bATe been 
jtuted in very nearly the best way posBible for the upbnildrng of the conn- 
a commerce," (See *' Freight Rates that were made by the Railroadi/' 
W. D. Taylor, Review ofReviewi, July» 1905, p. 73.) For one who has in 
mind the facta brought out in tblt book, comment oq tbeaefltatementfl \a hardly 
neceaaary. There is no donbt that Preaident Cassatt is a railroad commander 
of exceptional power, but he hai not vanquished the smokelesa rebate^ nor 
driven the hosta of on just diacriminatiou from the rmilrocda of the United 
Sute». 
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" Senator Clapp. And the reason for that suggeation 
19 what ? 

*^ Mb. Hill. That he cannot be fair to the other feUow_ 
and punish himself. 

"Sekator Clapp. And tlie opportunity is such tliaf 
it cannot be detected and pi^vented? 

*' Mr. Hill, It is so easy, if there Lb a great de- 
mand for coal in one direction, or for some commodity 
in one place, for him to help one fellow and forget tlie 
other." i« 

One of tlie gravest dangers lies in the fact that men who 
are largely interested in tlie great industrial corporations 
control certain railway lines and have large influence 
with many others. The interlocking of railroad interests 
with other industrial interests is a cause of discrimination 
second only to the pressure of imlroad competition for 
traffic that is used by shippers as a means of extorting the 
favors they desire. 

A railroad executive writing in jTOe Outlook for July 1, 
190»5 s«iys: " Notwithstanding the violations of the Int 
state Commerce Law have been open and notorious, 
indictments have been numerous and prosecutions 
infrequent, no railroad officer has ever been incarcerat 
For my own part, the penal liability for such disobedi- 
ence has never in any wise deterrerl my purpose to secure 
my company's share of tonnage by wlmtever means com- 
petitors employed. I have the reputation of a law-abid- 
ing citizen in my home city — am well known — of good 
personal character. I flatter myself that a jury could 
not be found which would commit me as a felon because I 



'*► Son. Com. 1905, p, 152L The Tcxsw Kail way CommiMiott itja: "U 
it plftiti that, if a ruilwuy compfiny Is permitted to beooine inlefestad m taf 
kind of busiuoM competitive with busiuesM id the carrying oo of wbicli lor 
othen it is eogiiged, the buHirie«H in which it h interveted can be made to 
proAper at the expense of the btuilQese in which it bat no intereel. The 
tompUtion to unfair ditcri mi nation in inch a caM is ao powerXol Ibat It 
fH^ht to be remo^od." ^U«jpon»\%%^»>^%^ 
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directed the payment of a rebate to a shipper — a trans- 
action which did not inure to my fimmcial advantage. 
Could a jury be found that would exact a felon's punish- 
ment for such men as Mr, Stuy^^esant Fish, or Mr. Secretary\ 
Paul Morton, or Mr, Marvin Hughitt for disobeying a I 
statute in order that the revenues of the company by | 
which he was employed might not be decimated?'* He ' 
had previously said tliat the revenues of the railroads 
have been decimated by hundreds of millions through 
the granting of discriminations, but he ai'gues that the 
revenues of any particular railroad that should refuse 
concessions would be decimated still more largely. The 
truth of tliis contention is strongly illustrated by the 
following incident. Some years ago Judge Taft (now 
Secretary of War), as receiver for the '* Cloverleaf *' Rail- 
road from Toledo to St* Louis, appointed Mr. Samuel 
Hunt of Cincirmati, a welJ-kno%\Ti and successful miboad 
manager, and required him to comply strictly with the 
Interstate Law. In doing this Mr, Himt was obliged 
"to disregard many outstanding rebate obligations of his 
predecessor in the receivership, thereby giving offence to 
many patrons of the road and their friends, the result 
of wliich was a decrease of the gross earnings of the road 
within twenty months of more than 8340,000." The 
sacrifice of hundreds of thousands of dollars, the loss of 
the good-will of sliippers, the harsh criticism of competi- 
tors, and broken health were the results of ^Ir. Hunt's 
earnest efforts to obey the law. M. E. IngaDs, President 
of the Big Four, said a few years ago to a convention of 
State railroad commissioners ; " Men managing large cor- 
porations, who would trust their opponent with their 
pocket-book with untold thousands in it will hardly trust 
his agreement for the maintenance of tarifiis while they 
are in the room together. 

"The railway ofiBcial who desires to be honest sees 
traffic leave his line. 



covered and punishment inflicted upoi 
'' Unless some cliange is made, the 
country will be extinguished, and 
capital will control the entire merclia 
lailwajrs • . • will be seized upon h] 
combined into one monstrous compe 
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It is diiBcult to enforce the law against discrimination, 
because of the strong interests that call for it» the secrecy 
of many of its forms, the reluctanee of shippers to make 
eomplainta for fear of persecution, and the resistance 
offered by railway officei*8 to efforts to get at the facts, 
leaving the country dui^ing an investigation, refusing to 
answer truthfully on the witness stand, burning books 
and papers that might reveal the facts to courts or other 
investigating bodies or enable the officers to refresh their 
memories so as to be able to answer questions. 

Often there are no records of the concessions granted 
favored shippers except the memoranda in the personal 
note-books of the traflBc managers. Rebates or commis- 
sions are frequently paid by messenger boys sent from 
the general freight office, or tmasurer's office, with the 
currency and a slip of paper with some pencil marks on 
it, instead of sending a check and obtaining a voucher.^ 
The officers forget about the tmnsaction as soon as pos- 
sible, — sooner than possible it seems sometimes, — or in 
some other way try to prevent the Commission from get- 
ting the facts with sufficient detail to bring suits. For 
example, in the *' Dressed-meat " Hearing at Kansas City, 
March 21, 1901, fifteen transportation men wei^ subpoenaed 
and examined without securing any important facts. The 
witnesses, who occupied positions which would naturally 

^ Sen. Com. t90S, p, 17. 
16 
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lead one to suppose they would know all about the matte^H 
in hand, manifested the most persistent and remarkable 
ignorance, and the Commission had to go to Chicago and 
try again before it got any light on the packing-house 
transportation question. 

In March, 1898» the Interstate Commission investigai 
rebates on Hour from St, Paul, Minneapolis, and Dului 
to Atlantic seaports. The Commission had information 
wide departures from the published tariff* It says: **Tbe 
inquiry was greatly hampered by the disappearance of 
material witnesses before subpoenas for. their attendance 
could be served, the inability of several who did testify 
to recall transactions there of recent date, and the evident 
reluctance of others to disclose any information bearing on 
the subject involved. All of the railway witnesses denied 
knowledge of any violation of the statute, and most of the 
accounting officera testified to tlie effect that if rebates had 
been paid they would necessarily know about them, and 
that their accounts did not show any such payments. It 
was neveitheless fully established by the investigation that 
secret concessions had been generally granted on this traf- 
fic, and that the carriers had allowed larger rebates to some 
shippei'S tlian to others/*^ 

After the St Paul investigation in 1898 the Commission 
entered on an investigation at Portland, Ore., in i^espect 
to rates between the coast and points on and east of the 
Missouri Kiver, '* It was established by the proof th|^J 
secret rates generally prevailed at Portland and commd^l 
points, and that transportation was, in effect, sold to the 
lowest bidder* The lawful rates were ignored, except as 
they might serve as a stiintkrd in making agreements for 
lower charges. . . . Some of the merchants conformed to 
the law, but in so doing they were at a disadvantage in 
competing with those who disregarded the statute; and 
in many instances this disadvantage represented more than 
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a fair profit upon the commoditiea involved. Most of the 
merctiaats who admitted that they had thus violated the 
law declared themselves unable to remember who paid them 
the rebates, or when or upon what shipments any illegal 
rate concessions had been made. Some testified that they 
had kept account of the unlawful transactions, but that 
when they heard of this investigation they destroyed their 
memoranda in order to defeat prosecutions on account of 
their illegal acts. They insisted tlmt mthout these data 
they could give no specific testimony concerning any of 
the transactions/* ^ 

The Commission found in these and other investigations 
that ** unlawful rebates have been and are being paid by a 
great number of carriers/' but they could not get the spe- 
cific evidence necessary for prosecutions.* 

In its Report for 1904, p. 104, the Commission says: 
** Railroad officials often seem to think that it is their duty 
to withhold facts, on account of some real or supposed 
liability to make disclosures tliat will impair the railroad*3 
rights or interests in future judicial proceedings. Some 
companies seem to have adopted a settled policy to give 
the least possible information, at all tlmes^ on any and all 
subjects.** 

Discussing the continuance of the payment of rebates 
and the reasons the Interstate Commission has not been 
able to stop the practice, Commissioner Prouty says:^ 



• I C. C-Rep. 1898, p. a 

* Otj pages 65 and 66 of the laat Keport, Bee. 1905, the Commisaiou dJa- 
cusses n decision of the Circait Court for th© Soothem Difltrict of New Yof kg 
in Jtioe last, to the effect that a subpfena dttces ttcum^ commandtng the eecte- 
taiy and treaanrer of a corporation supposed to have violated the law to testif j 
before the grand jury, and hring nuoierouB agreements, letters, telegrams, 
etc., — pfRctically all the correspondence and documenta of the company origi- 
ttating since the date of its origin, — to enable the district attorney to ascertain 
whether evidence of the allcjEjed hreach of law exi§ts, constitates an unreason- 
mble search and seizure of papers prohibited by the Fourth Amendment to the 
Constitation. 

6 Sea. Cam. 1905, pp. 2&99-2901, 29U, 
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** When I first came onto the Interstate Commerce Com- 
mission (1897), I used to see continually in the newspapers 
statements like these : ' Rates sadly demoralized/ * agre^- 
ment between railroad officers to restore rates,' and every- 
thing of that sort. I said to my associates^ * Gentlemen, 
this thing will not do; we must stop the payment of 
rebates.^ They said^ * How are you going to stop the pay- 
ment of the rebates ? ' I said, ' We are going to call tbede 
gentlemen before us; we are going to put them under 
oath, and we are going to make them admit they paid these 
rebates, and we are going to use the evidence which we 
obtain to convict them/ We employed Mr, Day, who is 
now with the Department of Justice. The rates which 
have been almost uniformly demoralized have been the 
grain rates from Chicago to the Atlantic seaboard- We 
called in tlie chief traffic officials of all tliese lines and we 
put them under oath. Now, I would ask these gentlemeiit 
*Are you the cluef traffic official of this road?' ' I am.* 
' Would you know it if a rebate was paid ? * * I wouli 
♦Are any rebates paid on your road?' * There are noi 
* The rates are absolutely maintained? ' ^ They are/ 

" Well, every traffic official who came before us in thi 
capacity — and we prosecuted it for three days at Chicago 
— testified that rates were absolutely maintained/' 

** Senator Newlands, How many did you have 
fore you? 

*'Mr. Prouty* We had the otBeial of every trun 
line leading from Chicago to New York. They all tes- 
tified the rates were absolutely maintained from Chicago 
to New York. Two years after that I examined the 
chief traffic officer of the Baltimore and Ohio, and of 
the New York Central — do not think it was the same man 
in either case — and of the other lines, and they all testi- 
fied that rates had never been maintained. I would like 
to know what I could do as Interstate Commerce Com- 
missioner to make those gentlemen admit that they paid 
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rebates, and as they would not tell that they paid rebates, 
I would be glad to know how I could obtain evidence that 
they did* 

** Having gotten through, Senator, with the lines between 
Chicago and New York^ we said perhaps this is not a fair 
saniple. Now, we will go up in the Northwest, and we 
will take the lines that carry flour from Minneapolis east. 
We instituted anotlier investigation, and we put the niil- 
mad and the traffic men of the millera on the .stand, and 
they all swore without exception that the rates were abso- 
lutely maintained. One traffic official there, when it got a 
little bit too hot for him, became sick enough so that he 
threw up his dinner, but he did not thi'ow up the truth. 
We could not get tlie adniissioii from any man there that 
they had ever paid a rebate. We siiid, 'This does for the 
East ; now let us go West,' So we went into the Pacilic 
Coast, to Portland, Oregon, and went over exactly the 
same performance there. We made one man admit that he 
burned up his books rather than present them to the Com- 
mission, but we could obtain no admission of the payment 
of any rebate there." 

But the SU Louis Southwestern Traffic Committee or 
Traffic Association employed a young man by the name 
of Camden and instructed him to lay before the In- 
terstate Commission any evidence he got of the payment 
of rebates. ** Ho liad not been there more than two or 
thi'ee weeks before he found some evidence to tlie effect 

,t the Baltimore and Ohio Railroat^l had been departing 
from the published rate, and he came up to Washington 
and laid that evidence before the Interstate Commerce 
Commission, and we began proceedings against tlie Balti- 
more and Ohio Railroad, That was the first instance from 
the time I came onto tlie Commission that we could obtain 
any evidence of a departure from the published rate. Wo 
directed the Baltimore and Ohio road to file a statement 
showing what shipmente they had mud^ dxxtSxi\^ ^ ^^TXajco. 
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tune, and the rate of freight pmid Uieiii Cor liie 1 
tioiL TbeieupOQ they filed a fltatement abowing a gnat 
many departurea from the publislied rate. At tlie auna 
time they aent to the Interstate Commex«e OocDminkm a 
letter. They said in that letter in sahslaiioe, tint Aetoida 
in the territory in which they operated had hubitiially 
departed from the published mte; that was a^' V v ' 
sworn they maintained the publiNhed rate m tl 
*Now, for nst the receivers of the Bultimore and Ohio, we 
have gotten through, but we cannot maintain the rate 
unless our competitors maintain the nite. We propose 
from thia time on to maintain the rate ourselveii« and we 
propose to see that they maintain it: but in onler tliat we 
may do that* we ask you to call a conference of the niil road 
presidents in trunk-line territory/ 

**Now the Commission did, acting on that sugge 
invite ever)' president of the trunk-line railroiids to 
to Washington. They came, all of them, Mr. Callo\i 
was there for the New York Central ; Mr. Thompson 
there for the Pennsylvania Riiilroad ; Mr. Murray and Mr, 
Cowan came there for the Baltimor'e and Ofiio ; Mr. Harris 
came from the Pliikdelphia and Reading, ami Mr. Walters 
was tliere for the Lehigh Viiiley, I do not remember them 
all» but they all came there. Those gentlemen all said: 
* It is ti'ue ; we have departed from the published rate. 
We did not like to do it* but we did. Bui we have gotten 
through. We shall depart from the published rate no 
more* If you gentlemen will only let bygones be bygones, 
we assure you that in the future there will be no discrimi- 
nation under this law.' 

" Welh I expect, |>erhaps, that we ought to have said 
them, * You are a pack of consummate liars ; we do not be- 
lieve anything you say, and we will prosecute you if we 
can. But we did not think so; we believed exactly what 
they said, and we told them we did, and they went home, 
and no prosecutions were begun ou ihA facts which we had 
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against the Baltimore and Ohio, Then we called, at the 
request of certain persons in the West, the presidents of all 
those lines, and tbey all came, Mr, Marvin Ilughitt came ; 
Mr- Bird* of the Milwaukee line, came; in all, 30 or 40; 
and we had the same sort of an experience meeting again. 
They all said: ^ We have sinned, but we have got through. 
Now, gentlemen, just help us to maintain the Act to regu- 
late commerce.' We said; *We will do it' And they 
went home* 

** Now, I do not wish to pass any criticism at all on these 
gentlemen. I have not the slightest doubt that they me^mt 
precisely what they said, I think I know something about 
the difficulties under which they laboi-ed; but they did not 
maintain those rates for a month, probably. . . , There 
has not been a time since I have been an Interstate Com- 
merce Commissioner, when, if the traffic officers of the 
trunk lines between Chicago and the Atlantic seaboard 
would have consented to tell the truth under oath, the In- 
terstate Commerce Commission would not have stopped 
the payment of rebates. I have been able to discover no 
way in which to make them tell the truth," 

'"Senator New^lands. In regard to the future, will it 
not be possible for them to commence again this system of 
rebates? 

''Me. Prouty. I tliink they pay rebtites now. 

"Senator Newlanbs. You tliink they do? 

" Mr. Pkouty. I tliink they do.'' 

Victor Morawetz, Chairman of the Executive Committee 
of the Santa Fe, was asked if it would not be wise to re- 
quire the traffic manager of each railroad, the auditor, and 
the president, to report ever}' three months on all existing 
contracts, and that there hsul l3een no violations of law, 
no abuses, so far as they knew, and that they had made 
diligent inquiry to ascertain if there had been. Mora- 
wetz replied that if such a law were piissed some men 
would perjure themselves every three months, and others 
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who were thoroughly honest would simply not taJte 
office.* 

Not all the railway officers refuse to tell the truth. 
There is every reason to heUeve that Paul Morton and Air, 
Biddle of the Santa Fe^ for example, spoke the truth in 
their testimony before the Commission. But the evidence 
seems to l>e that the hahit of truth telling is not very pvev^ 
lent. And when the railroad officers determine to pre- 
vent publicity either hy falisehood or by silence they take 
care to eliminate documentary evidence that might be 
used to checkmate them. They destroy tlieir records so 
that they will be less liable to know anything about the 
rebates they have paid, and to make it as hard as possiblft^ 
for the Interstate Commerce Commission to get at th^H 
facts. 

The Commission is examining Mr. McCabe, freight traf- 
fic manager of the Pennsylvania lines west of Pittsburg. 

** CoBussioNER Clements. Are you in tlie habit of 
destroying records not a year old? 

*' Mr. McCabe. Sometimes, 

** Commissioner Clements. But generally? 

**Mr. McCabk* If they are not essential or it is not 
iropoitant that they should be kept, 

"CoMMrssiONER Clemekts. What would b© the par* 
ticuhvr reason fur destroying tliese papei^ and records ? 

** Mr. McCabk. Possibly because we thought you 
might want them laid before you sometime. 

**CoMMi8siONEtt Clements. You destroyed the evi- 
dence of the illegal transaction? 

*^ Mr. McCabe. Yes, sir, that is right.** ^ 

The general traffic manager of the Michigan Centnd 
said that papers relating to refunds, etc., ** were destroyed 
because their usefulness for our purposes had gone and 
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** Commissioner Clements. Do you destroy your 
other papers as recent as these? 

" Mb, Mitchell. Not as a rule» sir. 

" Commissioner Clements. Well, I will ask you again 
if you destroy these papers in order to destroy the evi- 
dence of the transactions to which they relate? 

*'Mr. Mitchell. Certainly we should dislike very 
much to have those papers exposed to the general pubUc. 

"Commissioner Clements. Why? 

** Mr. Mitchell. It would be an un\%ise thing from a 
railroad standpoint to have such matters going about. 

" Commissioner Clements. Why would it be unwise 
to disclose the method of procedure ? 

"Mr. Mitchell. Well on account of the Interstate 
Law* 

"CoMmssiONEB Clements. Because it violates the 
law, yea. That is what you really mean, is it not? 

''Mr. Mitchkll. I suppose that is it^ sir.'*' 

The Rock Island freight traffic manager also testi- 
fied to the destruction of papers showing rebates or 
concessions, 

♦'Commissioner Clements. Why are they destroyed? 

** Mr. Johnson. Simply for the purpose of destroying 
any evidence tliere may be. 

** Commissioner Clements. All the papers you know 
about or entries tliat you are la mi bar with are destroyed ? 

** Me* Johnson, I understand they are all destroyed, 

** Commissioner Clements. Have you any recent 
ones? 

"Me. Johnson, 
thirty days old. 

"Commissioner Clements. 
within thirty days are destroyed ? 

^^ Me. Johnson. That is the rule or custom 



I do not think they are more than 
You think that all up to 



• I. C. C. Beftf HcariDg, Dec 190l» pp. 114-115. 
» fbtd,, p. ] 26. 
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The shippers who receive rebates, etc., adopt eimilar 
measures to keep their modest affairs from the public. 
In April, 1904, the newspapers reported that the Interstata 
Commerce Commission was going to Boston to investigate 
rebates and private car-line abuses. The office force of 
the Armour office at Bostou was immediately set to work 
packing htto barrels all letters and i*ecords that might 
show a combinatLon or understanding among the houses 
or with the railroads, or other meonvenient matters, and 
all these dangerous docimients were incontinently fed to 
the furnaces. 

On the other hand, shippers who are not of the favored 
class are afraid to complain for fear of persecution by delay 
of freight, overcharges, prolonged litigation of every dif- 
ference or dispute, and probable intensification in some 
form of the discrimination in favor of their competitors. 
The Oregon Commission says: '*The shipper preferred to 
tamely submit to the injustice put upon him through di^H 
criminations against him or unreasonable and extortionate^ 
charges and exactions for tmnsportation facilities, than to 
hazard the utter ruin of his business by provoking the 
animosities of managers if he carried his grievances into 
the courts in order to have his rights determined and 
enforced. . . . Besides, if the shipper went to court with 
his grievances he was confronted by powerful and wealthy 
corporations who contested, with the aid of tlie ablest 
counsel money could procure, every inch of the ground in 
the controversy, thus making each contest between Uie 
individual shipper and tliese corporations an unequal one 
in proportion to the ability of the shipper personally to 
press his case as compared with the financial ability of the 
corporations."" In a large majority of cases the loss sus- 
tained by the individual through favoritism or extortion is 
less than the probable injury resulting from litigation with 

1^ Report of Oregon Hulway CommiistQn, 1889, p. :iS* 
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powerful corporations employing the ablest counsel, con- 
testing every inch of ground, defeating or delaying redress 
by every possible means, and squeezing the plaintiff mean- 
while perhaps with a grip upon his business that means 
death to his prosperity, so that the shipper thinks it better 
to bear the ills he has than fly to others to which he has 
not been introduced. 



CHAPTER XXXn. 



CoxiXG now to consider how nilwaj fiToritisin may be 
abolished, we'find a wide diTergence anxMig lailioad men, 
law-makers, aiid other aQthoiitie& Some saj that discrim- 
inations cannot be stopped,^ others declare that they hare 
been stopped.^ others that present laws are ample and all 
that is needed is their enforcement,' while others state that 
present remedies are insufficient,* and suggest further 

I S«e abore, p. 237. 

' Se« abore, p. 1 13. 

> ** Tb«re u ample law uvdar ** to slop rebalaa and mjiial diacrimiaatiotti, 
fajs Preflident Tattle of the Boston and Maine (Sen. Com. 1905, p. 951), and 
he backs ap hb ftatement with Tigonnu reasons for beliering that the GoTera- 
ment has nerer eamestlr enforced existing laws. President Ramaej of ths 
Wabash also sars that the present law is ample to cover ereir nojoat charge, 
and no farther legislation is needed to stop discrimination (Same, p. 1959). 

Gef>rge B. Peck, general connsel for the Chicago, Mflwankee A St. Pud, 
testified that " existing law is entirely adequate " (Same, p. 1301). 

Mr. Bobbins, manager of the Armour Car-Lines and director in Armour 
4 Co., declares that the '* Elkins Law is ample ** (Same, p. 8887). See also 
p. 2117, James J. Hill; pp. 2179. 2181, Carle; p. 22i8, Grinnell; p. 3068, 
Faxon; pp.3274, 3276, 3285, 3290, Elliott; p. 2360, Woodworth; p. 2829, 
Smith. 

< A number of witnesses declare that the delajrs and nncertainties and 
inadequacicH of redresH under existing laws discourage shippers from efforts 
to obtain relief. Mr. C. W. Robinson, representing the New Orleans Board 
of Trade and the (Central Yellow IMne Association, says they had snch btd 
luck with their lumber cases before the United States courts that they are 
discouraged. 

** ' Don't you think that the question of rebates and discriminations is already 
coTered by law and can be stopped by summary proceedings t * 

*' Mr. lioBiifsoN. That they are not stopped is patent to erery one who 
naes a railway company as a shipper and who keeps his eyes open. 
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legislation making the long and short hael clause binding 
except 90 far as relief ia granted by order of the Interstate 
Commifision ; ^ extending the power of the Commission to 
private car-lines, fast freight and express companies, and 
water carriei-s ; ^ giving it, or a national court, authority 
to fix reasonable rates in place of tliose which upon com- 
plaint and investigation it finds unreasonable,^ and to 
declare that a rate resulting from any rebate or concession 
to favored shipper's shall be open to all shippers ; * specifi- 
cally enacting that the payments for private cars and for 
switching shall not be greater than similar payments made 
by the railroads to each other ; ^ legalizing combination and 

" * Has there been any suit bronght within Ihe last two o? three yeaTB for 
Tfibateti and discrimioation^ m this flectioEt of the coQutry ? ' 

" Mm. HoBtN^oN. No ; generally speakiDg, we have decided down there that 
life IB too short to litigate with the railroad companies" (Sen. Com« 1905, 
p. 2492). 

Govenior CnmmiiiH of luwa says that no suits have Iwcn brought iti Iowa 
for diacrimitiation uader the Klkiiia Law because the remedy under chat hiw 
is regarded as inadequate (Seo. Com. p. 2081). It appeare that only one case, 
the Wichita su^ar differential, is before the L C. C. under the Elkiun Law 
(Sen. Com. p. 2874). 

* Fifer, Adama, etc.. Sen. Com. pp. 2923, 3338. 

• Vining, Sen, Com. p. 1691 , Kuitpp, p. 3294, etc. Hobbins, however, man* 
ager of the Armoar Car-Linei, saya they are opposed to faoifig made common 
cajrier^ (pp. 2384. 2397, 3400). He says they do not indulge in rebatea, gen- 
erally speaking (pp. 2382, 2387. 2403), and thinks they woiild be worse off if 
put under the Interstate Law (pp. 2390. 2397. 2401). 

' President Rooaevelt, Governor La Follette, Governor Cummins, Sen. 
Com. p. 2046 ; Professor Ripley, pp. 2330, 2338 : Commissioner Knapp, p. 3305, 
Commiaaioner Prouty, pp, 2794, 2873, 2881, and 2886, where he say.**: ** I do 
not thiak the Commiasion has to-day in ita docket a ca»e that ran be sati^facto- 
rilj dttpoeed of without determining the rate for tho future.*' Commissioner 
Clements, p. 3243, Com niiiksi oner Fifor, pp. 3344, SSbO, nnd many other wit- 
nesses ; also writers and speakers throughout the country. 

On the other hand, James J. Hill^ Preaidcnt of tho Great Northern, says he 
cADQot i maglne a greater misforttino than to attempt to fix rates by law, p. I486 ; 
it would hamper transportation and hinder development. President Tuttlo 
tays that rate-making is practically the only property right the railways have, 
p. 913. Railway men generally are strongly opposed to fixing rates bj com- 
miflsionfl. 

• Sen. Com. p. 3482, N. T. Chamber of Commerce. 

* B^reraJ witj^ssea saggett this. See» for ttXMa^\A)S^iL Q^t^u^^WSA* 
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pooling;*^ forbidding railroad men to have any interest io 
any large producer of tmffic on their lines ; " requiring roads 
to ninke througli routes and through rates with all connect- 
ing lines ; ^^ protecting our railroads against the competitioD 
of Canadian roads ; providing for the puhlic inspection of 
railroad books and accounts ; ** requiring ihat all railroad 
monies shall be received and paid out by Government offi- 
cers ; ^* or otherwise securing direct representation of the 
puUic in the management ; ^^ and establishing a sliding 
scale of taxation to apply in inverse ratio to the fairness 
and openness of the railway administration, so that a railroad 
opening its books freely to inspection and treating all faiily 
and impartially would pay low taxes, while a raiii-oad act- 
ing on opposite principles would be taxed at a high rate,^^ 
The enactment of the Commerce Act by all the States and 
territories so that the State and Federal laws may be in har^ 
mony, and State and national commissions can co-operate 
in shutting out discrimination from local and tlirough 
traffic^^' is also suggested. Another view is that only pul> 

But Jamei J, Hill says that if prenent laws were enforced not one of the cur- 
lines could exist a moment, p, I486. 

1^ Professor Uipley» p. 2345» Fordj^ce, p. 2202, and mmy milKMid laeti ; m& 
below, p, 265. But see p. 61, Cowan ; p. 622^ Victor Morawetz ; pp. 973 and 
10O5, Pr«flident Tuttle. 

11 James J. Hill, p. 152L 

^ Knapp, p. 3299 ; withoot such a proviidoii the old roada can cripple a new 
road nnleas it goes clear across the cotitinent. 

» 5forawetz, pp. 818, 824 ; Bacon, pp. 16, 25 ^ Davies, p, 3470 ; and Keport of 
IndugLtrinl Commisston. Publicity its an excellent aid^ but is inf^ufiicient alone. 
It must keep steady company with adequate le^slatioa and efficient enforce- 
tnetit of \L What has been the effect of publicity on the Standard Oil I'mat 
up to date ? 

** Comtniiitjoner Prouty, p. 2912. " That would stop discrimiuationi,** aaid 
the ComtniBaiouer. " Unless they got pusseasiou of the man/' amid Seoalor 
Dolliver. 

^ Judge Gayuor propoees that the tralBc iDanagem shall be appointed hj 
the Govern me ut. The present writer has aoggested thai the public might be 
represented on the hoard of direction in con«i deration of the ihutehises, etc 

i« Arena, vol. 24, p. 569, Paraona. 

i^ Many of the States have atrong lawe, but the inhannoniooa, aneo- 
ordinated efforts of individoal Statea hava proved of little avail againat the 
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lie ownership of the raOroads under thorough civil service 
regulations can eliminate either the motives or the power 
to discriminate* — the antagonism of public and private 
interests being the tiip-root of discrimination, it can be 
fully overcome only by pulling up the root and making 
railroad managers the agents of the public to run the roads 
for the pubhc service instead of being tlie agents of private 
intei^sts to operate the roads for private profit, 

giant railway Bystemn. Of the 31 States which have established rnilwaj 
commiiisious, 22 have given the com missions more or lesw of the rate-making 
power* For example, the Alabama Code, 1886» gives the CamiDissiojj author- 
ity *' to reviae the tariffs and iucreade or reduce any of the rates." The Cali- 
fornia CoustiCQtioD, 1880, confers power •* to eatabltsh rates; *' Florida I^awa, 
18B7* " to make aud 0x reasoDable and juiitt rates; " Georgia Code, 1882^ " to 
make readooable and just ratea ; " Illinois Laws^ 1878, *' to make for earh 
railway a schedule of reasonable maximum rates; " Iowa, 1888, and South 
Caroiinft, 1888. the aame as lllnjoid ; Miiiaosota, 1887, power *Ho compel 
railways to adopt such rste<^ and cla«.**ifieation as the Commission declarea to 
be eqnal and reasonable ; " South Dakota, 1890, the same ; ^Hssie^ippi, 1884» 
'* to reviise tariffs ; " New Hampshire, 1 881, " to fix tables of maximum charges/' 
(See 63 N. H. 259.) Kansas: on complaint and proof of unreasonable charge 
Commission may fix reasonable rat&.% and if companies don't comply they may 
be sued for damages. The Massachusetts Commission Las ** authority to re- 
vise the tariffs and fix the rates for the transportation of milk'' (158 Mass. 1). 
Iti New York the bourd may notify the railways of changes in the rates, etc., 
it deems rectnifiite, and the Supreme Cotirt may in its diHcretion i&^ue manda- 
mttfl, etc, subject to appeal. In Nebraska the State Supreme Court hoM held 
that general Uuguage prohibiting nn reasonable rates, and giving the Com- 
mission power to enforce the law, is suilicient to confer authority to fix 
reasonable rates in place of those found unreasonable, such anthority being 
Muntiftl to the efficient execution of the law against excessire rates (22 Neb. 
313). 

In Don© of the States does the power to regulate rates appear to hare pro- 
dnced resnlts of mnch value. In some States, Georgia, Texas, Nebraska, Iowa, 
etc., the power has been at times Tigoroasly used, bnt the effect has been to 
antagonize the railroads, which have so much power that is beyond the reach 
of any State Commission that they can arrange their tari^s and service so as 
to work against the aggressive States and disgust the people with the conse- 
quences of trying to control the rates. Senator Newlands, who is sincerely on 
the people's side in the struggle for jtzstice in transportation, roicerl the com- 
mon opinion when he said in the United States Senate, January 11, 1905, 
^As to the rato-regulating power, my judgment is, and it i» the belief of 
almost ail experienced men in this country, that the rate-regulatiug power 
esttcised by th« States has aoii a* a rule, been beneficially eausrcised." 





256 THE HEART OF THE RAILROAD PROBLEM 

In his message of December, 1904, President Roosevelt 
urged Congress to give the Interstate Commission power 
" to revise rates and regulations, the revised rate to go into 
effect at once and to stay in effect, unless and until the 
coQft of review revei'ses it." He laid especial emphasis 
upon the necessity of stopping rebates and unjust discrimi- 
nationa, saying : " Above all else, we must strive to keep the 
highways of commerce open to all on equal terms; and to 
do this it is necessary to put a complete stop to all rebotes." 
In his message of December, 1905, the President alters his 
recommendation to the granting of power to fix a "maxi- 
mum reasonable mte, the decision to go into effect within 
a reasonable time and to obtain from thence onward, sub- 
ject to review by the courts/* In case a *' favorite shipper 
is given too low a rate," the President says, ** the Commis- 
sion would liave the right to fix this already est^ibUsbed 
minimum rate as the maximum ; and it would need only 
one or two such decisions by the Commission to cnre rail- 
road companies of the practice of giving improper minimum 
rates." (See below, recommendations of the New York 
Board of Trade, from which, perhaps, the President took 
this suggestion.) 

The President says the law should make it clear that 
iinfair commissions and fictitious damages, free passes^ 
reduced passenger mtes and payments of brokemge, are 
illegal; and that it might be wise "to confer on Uie Gov- 
ernment the right of ci\il action against the beneficiary of a 
rebate for at least twice the value of the rebate ; this would 
help stop what is really blackmail. Elevator allowunces 
should also be stopped. 

"Ail private car-linea» industrial mads, refrigerator 
charges, and the like should be expressly put under the 
supervision of the Interstate Commission or some similar 
body, , • . Neither private cars nor industrial rathxDada, 
nor spur-tracks should be utilized as devices for securing 
preferential rates. A rebate in icing chargea or in mileaga 
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or in a division o£ the rate for refrigerating charges is just 
as pernicious as a rebate in auy otlier way. . . • No lower 
rate should apply on goods imported than actually obtains 
on domestic goods from the American seaboard to desti- 
nation except in cases ^vhere water competition is the 
controDing influence, 

*' There should be publicity of the accounts of common 
carriers. , . . Books or memoranda should be open to the 
inspection of the Government. 

** The best possible regulation of rates wouldj of coui-se, 
be that regulation secured by honest agreement among the 
railroads themselves to caiTy out the law* . . . The power 
vested in the Government to put a stop to agreements to 
the detriment of the public should, in my judgment, be ac- 
companied by power to permit, undei" specified conditions 
and careful supervision, agreements clearly in the interest 
of the public. . . . But the vitally important power is the 
power to fix a given maximum rate, which, after the lapse 
of a reasonable time, goes into full effect, subject t4:) review 
by the courts/* 

The President further says : *' I urge upon the Congress 
the need of providing for ex{)editious action. . . , The his- 
tory of the cases litigated under the present commerce act 
shows that its efficacy luis been to a great degree destroyed 
by the weapon of delay, almost the most formidable weapon 
in the hands of those whose purpose it is to violate the law," 

A summar)^ of the princijxd provisions in some of the 
rate bills that have been brought before Congress will 
illustrate the various methods proposed for the better con- 
trol of railroads. The Dolliver Bill provides that, when 
the Interstate Commerce Commission, after full hearing 
upon complaint, is of the opinion that a rate is unjust, 
unreasonable, or unduly discriminatory, it shall fix a just 
and reasonable maximum rate to go into effect 30 days 
after notice. The powder applies to joint rates, fares, and 
chains, as well as to those within a railroad system. Broad 

17 
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provision is also made to cover the ii:xing of mileage rates, 
car rentals, etc. The Commission may order a carrier tx» 
cease and desist from any regulation and practice foood 
to be unjust, unreasonable, or unduly discriminatory. AH 
orders are to go into effect 30 days after notice unless tk 
Commission extends the time to 60 days, or the order hu 
been suspended or modified either by the Commission ar by 
decree of a competent court. A penalty of $5,000 for each 
day an order is disobeyed, and for each separate offence, 
is provided for agninst any earlier, officer, representative, 
or agent who knowingly fails or neglects to obey any older 
as aforesaid ^ and the Commission may alBO apply to die 
Circuit Court for injunction, or other proper process, to 
compel obedience. Appeal may be taken to tlie Supreme 
Court. Uuilroods must give 10 days* public notice of od- 
vances in rates, and 3 days* notice of reductions, but the 
Commission may in its discretion allow changes on less 
notice. 

The Foraker Bill, which is understood to be preferred by 
the niilroadsj provides for thorough inspection of books, 
records, and transactions of interstate roads by agents oi 
the Commission ; and if any rate is found to be unjust, or 
unreasonable, or the carrier '* is committing any discrimi- 
nations forbidden by law, whether as between shippers, 
places, commodities, or otherwise, and whether affected by 
means of mtes, rebates, classifications, differentials, prefer- 
entials, private cars, switcliing or terminal cliarges, elevu* 
tor charges, failure to supply shippers equally with cars, or 
in any otlier manner whatsoever, the Commission, if the 
carrier will not desist upon due notice, may state the case 
to the Attorney-Geneml, who is to bring suit in tlie circuit 
court in any district in wliich the act complained of, or 
part of it, was committed, and the court shall summarily 
handle the case and enjoin such rate or conduct as it finda 
unlawful or what is in exee^ of what is reasonable aod 

St," Appeal shall lie to the Supreme Court, The Bill 
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authorizes agreements between railroads in respect to rates 
or charges and their maintenance so long as tlie agreement 
is not in unreasonable restraint of trade. 

The pro\isiona for inspection and combination seem to 
us eminently just and useful, although the latter is strenu- 
ously opposed by many on the ground that it authorizes 
and invites all the railroads of the United States to form a 
huge trust and monopoly to fix I'ates for the whole country. 
This, it is claimed by ex-Senator ChautUer, "gives away 
all that has been gained by the Supreme Court decisions in 
the cases of the Trans-Missouri Freight Association, the 
Joint Traffic Association, and the Northern Securities Com- 
pany. In the Joint Traffic Association case the nine rail- 
road systems between New York and Chicago formed an 
organization of tliree billions of capital, made all the rates, 
and prohibited any one of the roads £it>m lowering any rate 
without the consent of the nine managers of the trust. The 
court destroyed this three-billion monster. The Foraker 
Bill creates a fourteen-billion monster, which will prevent 
any railroad anywhere in the country from lowering any 
rates without the consent of the traffic managers of the 
combination." 

The plan of nmlcing the Interstate Coramiasion a mere 
investigating body mth no power to fix a rate, but only to 
Mate the matter to the Attorney-General, leaving the case 
to be tried on his initiative piecemeal in the circuit courts 
all over the country, with appeal to the Supreme Court, 
seems to us much more objectionable than the permission 
to form rate agreements. Under any such form of court 
procedure it will be possible for the railroads to delay final 
decision, fixing of a just rate, or abolition of an unjust 
practice for years. 

Senator Elkins' plan is substantially the same, his idea 
being to give the Commission no real power over rates, but 
only the right of ijetition for judicial action. And suits 
may be brought in tlie Federal courts of ev<iY^ d\stx\K»^ 
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tlirougli wlikh the hnes of the cmnier in &alt are opented, 
vith appeal <xi evenr suit u> tlie Supreme Court of tlie 
Umi«d Siatefr. 

Mr. Hearst has introduced a bill to bring the pipe lines 
earnisg oil vitiiin the Iut4*rstate Act and subject them to 
the juhi$dic:iou of the CoxmniBsion ; and anotluer biU enab- 
ling the Coxxuui&sion to fix a rate, nut uierelj' a maTtm^itn 
rale, but tie aitual xate that is to be used in place of anj 
rate f ^und unrt:aiK;nable or unjust. The order to take effect 
aft^rr SO da% (^. A (Special court of interstate commence is 
provided fon which shall Lave exclusive jurisdiction to re- 
viiew the ordtfrs of the Commission, and suq)end, annuls or 
enf4.>ree $u; h orders, with an appeal to the Supreme Comt 
only v'j, ^ue^::ons of constitutional law. These are admi- 
rable :::eii^un« iu luany wavs, but are probablj' too radical 
for (vissage through the Senate* in which railroad interesta 
hivtr !»i^> l^rg^ a repreiientation. 

Of the v>:her bills the most important are the Each- 
To>%'nsei:d Bill, the Interstate Conmiission's Bill, and the 
Hepburn Bill. The Esch-Townsend Bill was intended to 
give the Interstate Commission full power to fix a specific 
rate, e:u.er single or joint, in pLice of a rate found to be 
unreasonable or unjust, and to establish a special court of 
transp<>rtation to have exclusive original jurisdiction of all 
suits to enforce or prevent the enforcement of orders issued 
by the Commission under the act.^^ Last year this Bill 

^ The BQl proridf* chat ** Whenerer ... the Intentate Commerce Com- 

auakm thftll . . . make anj fixKling or ruling declaring anr rate, regalation 

or practice vhatsoerer affecting the traufpuitatiuo uf penona or property to be 

onieaaooaMe or onjivclr dbcriminatorj the CommiMioo shall hare power and 

it ahaU he its dot j to declare and order what shall he a just and reasonahle rate, 

pvactice or regulation to be . . . imposed or followed in the future in phoeof 

thai foond to be unreasonable " etc. It alw provides that the order of the Com* 

^iaaioD shaU take effect SOdars after notice, but mar on appeal within 60 daji 

I ivriewed bj a special transportation court having excluMive jurisdiction of 

\ saeh caaea. Bj Sectioii 12, the case is to be reviewed on the original record, 

Wil wImb tliert is aewlj discovered evidence which was not known at the 

f Moit tbia GoaunknAiit OK t0Q\<\ucx^a:«^\M«tk>uuvii^^inUi doe dili- 




was reganied as the most important measure before Con- 
gress, but this year» 1906, it has been superseded by the 
Hepburn Bill. 

The main points of the Commission's Bill are : !• That 
power be granted the Commissiou, after full hearing, to fix 
the rate or pi-actice to be observed in the future in place of 
the rate or practice found by the Commission to be uni^ea- 
sonable or unjust,^^ 2. That the Commission shall have 
authority to prescribe the form in which railway books 
shall be kept, with the right to examine such books at any 
and all times. ^^ 3. That private car-lines, industrial rail- 
roads, import and export rates, etc., shall be brought within 
the scope of the Commission's power, 4, That the time of 
notice of tariff changes shall be extended to 60 days, sub- 
ject to modification in the discretion of the Commission, 
and the Commission says : " We think that 60 days is 
not too long in the great majority of cases, and that such 
length of notice would add greatly to tlie stability of 
rates." 6, That the Commission shall have authority to 
order railways to continue through routes and joint rates 
and to prescribe the divisions which tlie several carriers 
shall receive in the distribution of those rates in case they 
fail to agree among themselves. At present ** carriers are 



pence, and the findings of fact by the CommiMion are prima facie evidenre of 
each and every fact found. The only appeal from the court of transportation 
is to the United States Supreme Conrl. 

M LCC. Rep. 1*05, p, 9. 

*■ The granting of snch power of inspection and publicity has been urged 
by the Commission upon Congress in previous report*. On page 1 1 of the 
Report for December, I90f)» the Commisaion aays: *' We have also called 
attention to the fact that certain carriers now refui^ to make the statifitical 
retiinM required by the Commission. For example^ railways are reqniredj 
among other things, to indicate what permanent improvemente have been 
charged to operating expenses. WitboQt hd luiswer to thia qoeatiou it \n 
impossible to determine to what extent grosa e^imiogs have been used in 
improving the property and the actual cost of operation proper. . . . Certain 
important railways decline to furnish this information at^, and others fomisli 
it in a very imperfect and unsatisfactory maimer /' 
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We are heartily in favor of tiie Hepburn BUI and 
be glad to see far Rtxonger r^olEliTe meftSimi 
but nothing more than a modemte paOiatioa of tiie aS- 
way evils tinder which we suffer must lie expected boo 
such legislation. England with her rigid control hm ool 
been able to stamp out mtlroad abttses, and the lesson of 
English railroad regulation is that the subjeetiii|f of | 



: 



Ml loacb ftt All niiie>tCDth« of the tncthodj of diferitniiiMioiu We luiwaa 
Ihst betweon 60 und 70 dlffereot methods of anjiut dMcrimiii«cJoo b<f w a 
fx^rwiui nnd piMcm «r« in use i& our r&ilwajr biuinoM to^lajr. The fisiog of 
A mjijiimiiiii TOU ciintioi prevoQi either MK^ret rAte^nttitig or favoritMn li 
ImUHIm and 6enrico»i or even open dipcninintUiou t& the mmaigsmeali ol 
eliMlflrfttloDfi and ndjaitment of rates betweeu difTercnt localttiaik 

No doubt tUiit law in the handii of im able and honest ooatnf«iOii woid4 
do much goodf bill tt cnniiot reach tho hPArt of the railroad problem, which ii 
the Qojait discritnluAtion between fierAonii and places. No amount of nukii- 
xnnro rmie-flxhig or pri'w:nbtt)g of regulations can destroy discximiaaltoii m 
long u wa have thn prenauro of great private interoets ditvio^ Uie nUrotil 
into the practice of favoritism. 

The histor)' of railroad legisUtiao in this country shows that the rsilwuii 
do not respect or obey the law when it conflict» with the fmidaineiital finanetil 
interests and orders of the railway owners and tmst msgnst^ whose gigantic 
power represents the real sovereignty and control in America to-4ay. 

On page 3 of the Uouso Report, 59th Congress, 1st Session, No. 591, 
January 27, 1906, accompanying the Hepburn BUI the Conamittee on Inter- 
state and Foreign Commerce says: *' It is prop>OT to say to those who compUtn 
of this Icgislstiun that the nece^Ity for it is the rcealt of tho nujconduct of 
cnrrif^rfi. ... If the carri<;rrt had in good faith accepted existing statutes and 
obeyed them there would have been no tiecessity for increasiiig the powen 
of thn Commii4flion or the c>uactmcnt of new coercive measures." 

What reason is there to believe that tho nitlroads witi script a nsw 
statute in good faith and ol>ey it any more than any former Uw f On the 
contrary, the probability is that if th(« Hepburn Bill bncomos a taw the msin 
effoft will lie to compel railway managers and counsel to sit Up nights for a 
lima ptanniDg methods to evade ntid overcome the new proviAions. Even if 
Congress gave the full power at first demanded by the l^e.^ident, to fix tho 
prscias rate to be charged, the general effect would probably be that railways 
would exert themselves to control the Commission. They have always si 
hand the weapon of practically ititerminnblo litigation, and it is very doubtful 
whether the railroad representatives in the lluitod States Senate will pemitl 
any law to pass until it is amended so that the review in the courts shall go 
tn tho merits of the Commiftsion^a order in each case. Powerful interests ars 
opposed to any provision that will permit the fixing of a rate, even a msxi* 
mum, to go into eJlect botoie \X \m c^uu^cXa/^ ^t«&ii^ ^\\^x\2bft'%^Att»SL«KtaaSj^ 
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railways to a public control strong enough to accomplkh 
any eubstantid elimiiiatioo of discrimination and extortion 
takes the hfe out of private railway enterprise along with 
its evils. Even Geiiuany, with all the power its great gov- 
ernment was compelled to exert, could not ehminata un- 
just discrimination until it nationaUzed the railways, and 
so destroyed the root of the evil which lies in the antago- 
nism of interest between the pubUc, oa the one hand, and 
owners of the railways and associated industries on the 
other. 

It will be noted that none of the plans suggested proposes 
to give the Commission any genend power to initiate or 
originate rates, but only the power of fixing a mte in place 
of one found unjust or unreasonable* So that if the i-ail- 
roads obeyed tlie law and made no unreasonable rates or 
unjust discriminations tliey would still have the whole rate- 
making power in then- own hands and the Commission 
would have nothing whatever to do with fixing raikoad 
mtes. 

Let us now examine briefly the merits of the leading 
remedies proposed* 

PoaUnff. 

Many railroad men have advocated the legalization of 
pooling and combination as a remedy for discrimination. 
A number of railway presidents and managers have told 
me tliey beheved this would stop discrimination, and that 
nothing else would. Others have assured me that pooling 
could not stop discrimination, and even those most em- 
phatic at the start in the opinion that pooling is the needful 
remedy have admitted on further questioning that pooling 
would only stop one class of discrimination. Take for ex- 
ample the statement of the president of one of the greatest 
railroad systems in the country who is a strong advocate of 
the legiilization of pooling. 

" How do yon thirds: unjust discrimination can be 
stopped?" I asked. 
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*' Give the railroads a right to pool," he said. 

'* Will pooling stop discriminations accorded to business 
concents in which the railways or their managers are 
int-ei^sted? " - 

'^ No." 4 

" Will it stop any kind of discrimination except those 
that grow out of compotition among the railroads ? ' 

" No, I guess not*" 

To another railroad man of wide experience in inter-r 
way contracts, I said: '^Can any pool prevent the owne 
of big concerns in oil» beef, grain, steel, etc., from gett 
special advantages, or abolish discrimination in the supplj 
of cars, quickness of carriage, division of rates, classific 
tion, long and short hanl^ passes^ political favors, and other 
forms of favoritism origias^ting in causes independent of 
competition among the raih^oads?'* ^J 

*'No, of course it cannot^," he replied* ^| 

Such questions never fail to bring an admission that pool- ' 
ing cannot be reUed on for the whole of the work to be 
done in this field. In fact only one of the six motives for 
discrimination^ arises from tlie couipetitive conditions 
that pooling is expected to remove. Combined rotida will 
make discrinunativo rates to create new business, to solidify 
traffic, to favor places or concerns in which they are inter* 
ested, to favor persons of large influence who may aid o^h 
injui*e mUroad interests, or to injure persons or placei| 
that have incun-ed their displeasure. All but 2 of the 64 
methods of discrimination above eniunerated would find 
a use under a pooling sv^tem or even if combination | 
were complete and competition eutirely done away witl^H 
as the reader may see for liimself by running over the lis^^ 
on pages 229-232. 

Even competitive discrimination is not eliminated by 
pooling, for the railroads will not stick to the pool, 
railroad president has been known to go from die room 
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le had agreed with other railroad potentates to pool 
Husiness and maintain rates, and hunt up at once a 
ipper» offer him a cut rate, and get a contract taking 
lioia of his business away fi-om the other roads, 
.lert Fink, the greatest traffic association organizer we 
had, complained bitterly that rates agreed upon in a 
tjntion were frequently cut before the convention had 
L** President Tuttle of the Boston and Maine 
f ** I never knew a pooling arrangement that prevented 
Tpetitioa or was wholly satisfactory. There was never 
kt was considered an equitable distiibution of traffic to 
ybocly, because the strong lines tliat could control and 
ndle 60 percent of the traffic were always struggling 
linst parting with any of tlmt 50 percent, while the 
kik, 10 percent rotui was always trying to get 15 percent" 
The man who drew the first pooling contract made iu 
iiis country and has drawn many since says that pooling 
Mrill not stop even competitive diacrimination, because the 
roads will slash rates on the sly to get business. In other 
words pooling does not eliminate the struggle for traffic. 
Company A has 25 percent of the pool money between 
certain points. It cuts rates on the quiet and gets 30 or 
85 percent of the business, and then says : ** Gentlemen, 
I 'm canying 35 percent of the traflic and I \\iint more of 
the pool money." The gentleman just mentioned told me 
that this sort of thing had been done in every case of 
pooling with which he was acquainted. 

Sometimes the break in the rates is known to the Asso- 
ciation but i^Lssented to or tolerated because it is clear that 
a break is bound to occur anyway, and may be enlarged 
mther than diminished by resistance. Some years ago 
when Chauncey Depew was president of the New York 
Central system, he said : ** Large shippers arbitrarily trans- 
fer the whole of their business from one line to another. 
That leaves a weak line denuded of its business. 

^ Sen. Com. 1^05» p. ^ft^. 
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** A weak line U a line which k depexxiesit l aigely ugm 
Ibroiigfa traffic and which has not much local tumwm 
Tbeae great shippeia who control anywfaeiw from In Id 
twenty-five cam a daj will take aU thmr bonneoa off tin 
weak line and pat it on the strcn^eai liaii» wUcIi alieidj 
haa all it c^n do, 

** Then the weak line is in trouble, and it comes to these 
shippers and nays: *Well, how can we get jou back?' 
The shippers say: * Yon cun only get na back by giving m 
five or ten cents a hundred off from the tMxiSL' The w«ik 
line invariably does it.'* 

Then Mr. Depew gave an instance of *^ one of the giett 
merchants of the We^st ** who, on the organizalioQ of the 
Joint Traflic Association, said: 

"I never have paid within twenty-five cents a hnndnd 
of tariff rates, and I won't do it now." ** His buaiimsi** 
continued Mr. Depew, *' was on what we call one of tfaa 
weak lines. He took it off that line and put it on one of 
the strongest lines. That left the weak line without any 
%vegt-bound business, 

** Tlien the weak line said : * We have got to have busi- 
ness.' So we simply closed our eyes while the weak line 
gave a rate twenty-five cents a hundred less than the rest 
of us charged, and this iirm advanced while the others 
were stationary or went out of business. This firm ad- 
vanced by leaps and bounds to the front rank and toward 
the control of the business." If all the roads in tlie field 
do not come into the pool there is every temptation for the 
outsider to eut rates. For example* in 1896 one of Uie 
trunk lines outside of tho Joint Tmffic Association was 
carrying giiiin from Chicago to the seaboaid at 13 cenU 
I>er liundred when the cstsiblished tariff, which the Asso- 
ciation was 8upnose<l to be maintaining, was 20 centa^^ 

The whole history of the tniMic associations shows that 
discriminations can be guarded against by pooling only to 
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a very limited extent.^ The legalization of pooling would 
enable railroads that wished to insist on the maintenance 
of rates to bring suit against roads disregarding the agree- 
ment. This would make it hanler to get all the railroads 
into a pool, for pait of the inducement i^ the impunity 
with which the agreement may be shuffled off, while on the 
other hand tlie degree of respect manifested by the railroads 
for tlie la\\r does not justify much hope that it would be 
effective in holding them to any pooling coutract if they 
thought they could make more by breaking it than by 
keeping it. The fact is that the railrf>ada undei'stand each 
other now aliout as well as if pooling wei*e legalized. They 
constantly make rate agreements and have no hesitation in 
securing whatever degree of unity they desire ^dth or vnth- 
out law. Pools at best do not apply to local traffic, but 
only to business between competing points, so that all dis- 
criminations in local traCEc are left absolutely untt:)uched* 
And as to competitive points, |>ooling is far less effec- 
tive than consolidation, and consolidation lias shown no 
tendency to do away with any more tlmn one of the six 
classes of discrimination, while it emphasizes and extends 
the discriminations in favor of the great industrial interests 
whose ownership is interloeked with that of the big rail- 
road systems, so that the advance of consolidation means 
the extension of the influence of the giant industrials in 
w*hoKe favor the most grievous discriminations are granted. 
Pooling and combination are good in many vfxiy&f''^ and 
ought to be legalized ; ^ but they cannot be relied on to 



* See Ind. Com. voU, iv and ix, and Hudson, Hadley, etc. 

^ They tend to etability, economy, aiid efficiency, diminishing th© flitctim- 
lion of rates, railnmd warn, and the wai^tei! of competition, and improving the 
service by better co-ordination, distribntioc of traffic, etr. 

*• See the powerful statemeutj* of President Ingalln, President Fish, Paol 
Morton, Profeeeor Selig^niau, Commiswiouer Pronty, etc, Ind. Com* vol. iv ; 
And Btatements of Profeaeor Ripley, Morawetz, Fordyc©» etc., Sen, Com » 1905, 
It is absurd to forbid co-operation for the maintenance of reasonable rates 
ftod prevention of superflnous transportation, or any other honest purpose* 



270 THE HEART OF THE RAILROAD PROBLEM 





nboUfth diacrimiiuitioii, — they le^re the wofifc toaam na- 
toucbedf intBUBiIj some of them, and diminuh onljr one 
of Ihe six classes of preference. Sbippen ha^e a strnng 
prejudice against pooling, and the raLb-oada do not eaxo to 
much about it as they used to, for consolidation and matnal 
undeistanding have enabled them to a ' * 'a part the 

purposes they had in view in the traffic ^ ^ of < 

yeann.** 

Wre&tling with the Ltrng-ilaul Ahuu* 

In respect to the long and short haul abuse, 
aloner Fifer, Brooks AdamSt and othens ai^e 
practical remedy is to make the long-haul claoae of the 
Commerce Act binding except where the mtlroiuls come 
in and get an order rt^ea^ing them to a Bpecilied extent 
from the operation of the clause.^ The idea is to put the 
burden of showing the need of an exception on the railroad 
At present the burden really rests on the complainant* Ths 
railroads disregard the law with impunity. It is easy ^ 
show dissimilar circumstances, and then it is necessary far 
the plaintiCF to show that the circumstances are not so dis- 
similar sa to warrant tlie discrimination miide. It is very 

TrAffic agrocmentJi mmj tectm a 0(>-ordinatioii of ieiriot nppronchUig ilal 
whli h wuuiit bt fttutnfwl by unity of miuia|i^en)<»nt. The fAtiali-wvmhip ol 
comjMititioti i« oii« of dio pritnt* cunei of our economic ic^nomuee. We mtghl 
at wdl worvhip iletitrur'tttjn, itijuntice, &tid ineflteieury, Moreover, competition 
of the kind that protectn the pahHc from opproMive rate« cauaot be inAia^ 
tained m the railway worhL I^t tbe rfiilwayi uuita, and tbfln cohIfqI tboBi 
\m\9Xmg ou the dominniico of the public iatareft lo far ai oeconairy to aocoiB' 
pliih justice. 

^ The Uijit^cl 8utet Bapreme Court held io the Trana-Mlfsotin CaM, 
March 22, iau7. and tlio Joint Tniflic Aafociatioo Ciuie, 0^ Si, 1896, thit 
rd1ri>iidi cannot lawfully Rfrr^ <»n rat«« to competitive points. But do lav 
or tiflclploii cjiti well prevent railroad matin^f-r* from meetio^ and coming lo 

nndcnmiiding thiii they will ailopt tlin same ratoe to «uch pointt. Ko 
oontract in rentraint of tradn or to limit competitioD in neceauiry, ^ — if tm^ 
milrood pablisheithe name ratea between "c<iriip«titive" potutaand maititaiai 
ibem, compeiition ai to ratea is killed ae eileciually as if tbcf« w«ra a pool 
or a crafflc! ■Moclatlon with ■ written agreeraeat. 

• its. Co©, 11K)6» vt»' ^^^' 5^** 
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difficult to satisfy a court on this pointy and so the rates 
stand and the clause is practically nullified. Forbid de- 
parture from the clause absolutely unless the carrier has 
obtained an order of release, and you put the burden of 
proof where it should lie, namely, on the party that desires 
to depart from the rule of equal treatment. 

A Drastic Cure for Rebating, 

For the cure of discrimination, the Transportation Com- 
mittee of the New York Board of Trade suggests that 
Congress enact a law authorizing the Interstate Commis- 
sion, in case of any rebate or other device for securing low 
rates, to declare that the net rate so made by the railway 
or car owners shall be the regular tariff rate, published as 
such, and open to all shippers; said new rate to take effect 
immediately, subject to appeal within 60 days upon ques- 
tions of law.^^ The Committee says the proposal is based 
on the plan suggested by " Albert Fink, the ablest of all 
American railroad managers," and adopted by the jomt 
executive committee of the associated railroads in 1882.^ 
"■ The gi\Tng of unlawful rebates by traffic agents would be 
preventable if the agent felt assured that such acts would 
be followed by his dismissal, and the officers of tlie company 
would find a way to remove an offentUng agent or to bring 
him under control if a punishment of suitable severity wei'e 
certain to be imposed upon tlie road for the violation of the 
law against the giving of rebates," 

Tliis would indeed be a drastic remedy, and very effective 
for the prevention of the discovery of discrimination. An 

*i Sen. Com. 1905, p. 3482. 

^ Ibid^ pp. 3485. 3486. The railroad managers decided to notify offend- 
ing railroads that unless rates were restored^ the lowest cal rates that had 
been made by any line would be adopted bj all, to pnnisb the rebaters and 
stop them from getting hnsinesa thereby. At a meeting July 26^ IS82. 30 
railroadB being represented, a pesolntiou was unanimooflly adopted, directing 
agents at connecting points to examine waybills, and when rates were found 
to hare been cut« to bold the freight at the expense of the initial line ontil 
Ibe waybills bad been corrected. 
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association of railroads might ferret out preferences under 
euch a rule, but it would be almost impossible for a public 
board to do it. It 1ms been for the most part, as we have 
seen, practically impossible for the Commission to get eTi* 
dence of specific facts of discrimination, even under the 
comparatively mild laws they have tried to enforce. And 
under such a law the difficulty would be increased tenfold. 
Moreover, if discrimination were discovered and the rule 
proposed were put in action, discriminations would thereby 
be ciystiillized and legalized, and great disturbances pro- 
duced in the business of railroads and of the community. 
Suppose it were discovered that a certain shipper of wheat 
from Chicago east had a 10 cent rate over the Erie, while 
the published nite on all the lines was 15 cents. Immedi- 
ately the 10 cent mte would be open to all shippers over 
the Erie. The Erie might be stricken with a sudden 
dearth of cars, and be unable to handle the traflSc at 
all. It would pay the other roads to arrange with tbH 
Erie to be stricken that way. For if the Erie handld^l 
the traffic, the other roads would have to come down to 
10 cents and suffer a severe loss, or lose the business and 
suffer a severe loss that way. Moreover, the difference in 
rates on wheat and flom^ and other commodities would con* 
stitute serious discrimination, petrifietl and perpetuated by 
law. Again, if many cut mtes were discovered in various 
lines of business and various degrees of discount, the whole 
tariff would be thrown into confusion worse than the nor- 
mal chaos. Rates not in the discovered list would have to 
be raised to save tlie revenues of the roads, the long and 
short haul rule would go to the w^nds, and bankruptcy 
would threaten not only the culprit railroads but individ- 
uals and communities not conditioned so as to be favored 
by the cut-rate lists. On the other hand, if the radroadfl 
tried to be good, the pressure of the big shippers for con- 
cessions would put many roads to serious inconvenience 
and threaten them wltli dangers and losses almost as great 
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aa those accompanying disobedience, and far more imme- 
diate and certain. Under such circtimstances tlie tempta- 
tion to secure secrecy at any cost, and if need be to control 
the Commission and tlie courts, would be irresistible. 

■ Most of those who favor fui-ther control of raili*oads ad- 
vocate milder methods. The favorite remedies are public 
inspection and the fixing of nites by a commission or court 

i of arbitration or taiiff revision. The facts above stated 
showing the secrecy of many fonns of preference ajid the 
difficulties of enforcing the law because of the impossibility 

I of getting railroad officers to reveal the facts indicate the 
necessity of systematic and thorough public inspection, but 
also suggest a doubt as to its effectiveness. If railroad 

I officers destroy their papers and refuse to state the facts on 
the witness stand, is it not possible that they wnll keep any 
record of discrimination practices from appearing in the 
books and papers they submit to inspection? Inspection 
and publicity are excellent aids to reform, but they are 
insufficient in themselves. We have hiwl already a small- 
sized ocean of publicity through tlie investigations of tlie 
Interstate Commerce Commission, but the results have been 
very small 
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CHAPTER XXXin. 



FIXING RATES BY PUBLIC AUTHORITY. 

For years the Interstate Commerce Commission has been 
declaring that when, on complaint and investigation it finds 
a rate to be nm^easonable, it ought to Lave power to fix a 
reasonable rate to take the place of the unreasonable one, 
the order to be binding on the railroad for a moderate 
period, subject to revision in the courts. For the first 
ten years after tbe Interstate Commerce Act was passed no 
railroad denied tlie right of the Commission to fix rat e8» 
and the Commission mys it was supix»sed that they possfl^H 
the power. But the Supreme Couit finally ejected tn^ 
impression in 1896, and agiiin in 1897, and the Commission 
appealed to Congi^ss for the i-estoration of the authority 
that was swept away by the interpretation of the majority 
of the Court. Congress for a long time paid no attention 
to the Commission's request for further powers, but Presi- 
dent Roosevelt took up the matter and pushed it with the 
splendid vigor that characterizes all he does. In his mes- 
sage of 1904, already referred to, he said: *^ Above all 
else, we must strive to keep the highways of commerce 
open to all on equal terms ; and to do this it is necessary 
to put a complete stop to all rebates. Whether the shipper 
or the railroad is to blame makes no difi'erence ; the rebate 
must be stopped, the abuses of the private car and private 
terminal-track and side-track systems must be stopped, and 
legislation of the Fifty-eighth Congress, which declares it 
to he unlawful for any \ietaou or corporation to offer, grant, 
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give, solicit, accept, or receive any rebate, coocession, or 
discrimination in respect of the transportation of any prop- 
erty in intei'state or foi^ign commerce whei'eby such prop- 
erty shall by any device whatever be transported at a less 
rate than that named in the tariffs pubhshed by the carrier, 
must be enforced, . . . The Government must in increasing 
degree supervise and regulate the workings of the railways 
engaged in intei-state commerce ; and such increased super- 
vision is the only alternative to an increase of the present 
evils on the one hand or a still more radical policy on the 
other. In my judgment the most important legislative act 
now needed as regai-ds the regulation of corpoiutions is tliis 
act to confer on the Interstate Commerce Commission the 
power to revise rates and regulations, the revised rate to at 
once go into effect, and to stay in effect unless and until 
the court of review reverses it.*' The President's message 
of December, 1905, has already been quoted at sufficient 
length in Cliapter XXXIL 

In the last tw^o years the legislatures of 18 States have 
passed joint resolutions petitioning Congress to enact legis- 
lation for the I'egulation of milroiul rates; 12 States took 
tills action last winter, 1905, and asked their representatives 
and senators to secure the enactment of such a measui'e. 
Commercial bodies in various parts of the country have also 
petitioned for such legislation, while others have protested 
against it.^ 

The Esch-Townsend Bill (1905) giving the Commission 
power to fix rates passed the House, but failed to pass the 
Senate.* As stated in the preceding chapter, the House 
hafl passed the Hepburn Bill by a very large majority and 
it has gone to the Senate, where a determined effort will 
undoubtedly be made to secure atleast a provision for judicial 
review on their merits of all orders of the Commission. 

1 Sen. Com. 1905. p. 1908, and index, ** Rate-Mftkin|r/* 

* The Senate is too fulj of mcu interested in railroads b one war or 

another to make it easy to pa£>9 any meafiwie tbaX Txd^\i^ w^t^nf^^ ^SSas^ 

either the power or the profita of the roads. 
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Objections of Railroad Men. 

Railroad men object to further regulation till the effect* 
iveneas of the present laws has been thoroughly tested. In 
answer to the question wliat he would do to stop discrimi- 
nation, President Tuttle of the Boston and Maine K&ilroad 
said to nie this morning: "Enforce existing hiws. The 
luterstiite Commission can investigate the i-ailroadB. It 
need not wjiit for complaints. It can act on ila own initi- 
ative. It can Imve experts examine the railroad books. It 
can publish the facts, an<I publicity is a powerful correcti ve, g 
It can put the facts it secuiUH in the hands of the Attorn^H 
(Jeneral, and if the Department of Justice will prosecm^ 
promptly discrunination nan be stopped. Them were no 
prosecutions even after the Hutchinson salt investigation. 
The law is ample. The trouble is that no atiequate efifort 
has been maile to enforce it/' 

The Commission says that as a mle it cannot get the 
facts. In some cases it has succeeded, but usually it iji 
thwarted in respect to peiBonal discriminations (to which 
President Tuttlc's argument chiefly applies) because they 
are secret, and neither railruiul men nor the favored ship- 
j>ers will ordinarily tell tiie truth about them, and railroad 
booka do not commonly contain any record of them.* 

* President Tultlo ngrees with the CommiMtmn on this potnt. In hii te*- 
timoD/ to the 8enate (.'ommittee, 1905, he satd that the compaaj'i books 
would not ihow rebntet, etc,, ** utilew they wanted them to. I wiU gajto po 
fmnkly that if a com^iaiky intended to evade tiio law hy giviii|ir rebatai aod 
rummiBftioas thej would fiud Hotiio way of to covering them up thai all llui 
exportH on the face of the earth could not fiud tlicni. If yoa aiwittDe al tbe 
b^giijiiiug that the railroad manageinoMt is dtrlitwrately going into yioUtioui 
of the law it is not going to make records of thone things which caa ever lie 
found oat." (Sen. Com. 1^5, p. 9&2.) But Pre«ident Tuttle nid: "Th«»ii 
ample opportunity to aiicertain if rebates exist. There are alwftyi ofiportuni^ 
tieH. The competiiivc shipper knows about it. There is alwmyi etioq^h of 
(he looHe end hanging oot somewhere ho tliat If the IntersfaAe Comnieict 
Commission or whoever is authorized to move in those matters wtU take the 
time to proceed npon the liu»9 of itifommtiou that they ^ always gvt th&f 
will be easily ferreted «>nt and punished. I do ooi think there Is an^ stI- 
dflooe that the lutecAUte CM\um«^i^<a ^imii\iBJu»^>Aa \a£v»^\Kk ^ai^Lmx?^ xjm. Et 
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Where the Commission has obtained evidence of unlawful 
discrimination it has turned the facts over to the Depart- 
ment of Justice J which has not prosecuted proraptly, in 
many cases not at aU, and has sometimes prevented pi'ose- 
cutiona which United States district attorneys were ready 
to begin. 

There seems to be good reason to believe it is true that 
existing laws have not been fully enforced ; that in addi- 
tion to the difficulty, perhaps impossibility, of getting at 
the facts in nmny cases, wrongdoers have escaped punish- 
ment even where the facts were fully known; and that 
a commission to investigate the Department of Justice, and 
try the eflfect of publicity there, may be as essential as a 
commission to investigate the railroacLs. Some criticism 
seems to attach also to the 1 liters tvte Commission, as it 
does not appear that they have asked the Department of 
Justice to prosecute senators and congressmen, legislators, 
judges, etc., well known to Ije riding on piisscs, nor to 
punish the railroads for giving them. 

As long as cxpi-ess companies and water carriers are not 
within the Interstate Act, and doubt exists as to private 
cars and terminal railroaiLs, there is i-oom for further legis- 
lation* And in respect to excessive mtes and tariff dis- 
criminations between places and commodities, though the 
facts C4in l3e easily asceitained, the remedy is regarded by 
the Commission as wholly inadequate under existing laws, 
because of the emasculation of the long and short haul 
clause by the interpretation given it by the Supreme Court, 
and because the railroads are able, whenever they choose, 
to delay the enforcement of an order for yeai's by litigation, 
conceding at last perhaps only a small part of what they 

kina Lair.*' (Same, p. 951.) Shippers have, however, often staled that Utej 
felt mro wtnit conceMton wm hei'n^ made to thoir riralA. boi the^ could not 
tell what»and in nianj cates there* tA simply a vaj^ne ^uflpictoo ; no one knovta 
whether otb^in are payini; the tariff Tnie» or tuA. And railroad m^n hiire 
admitted, as in the B, 4 A. case, that no shippei* knew what rates others weta 
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should concede and so requiring further years of contest to 
approach another step toward justice. So the Commission 
asks for power to fix a reasonable rate in place of one 
found unreasonable^ and to put the new rate into effect J 
once subject to subsequent revision on appeal by Uii 
canien 

The railroads seriously object, first, to the fixing of theS 
rates by anybody but themselves, and second, to the puttii 
of such rates into effect before they are tested in cour 
The immediate eniorceraent of a rate order is most streni: 
ously opposed, and with much force of rea^son. The rail 
road people say that rate-making is very difficult and manj 
mistakes are likely to be made* Railroad history eertainlj 
affords ample ground for tliis conclusion. But they say, < 
imply, that the Commission makes more mistakes than the 
do. They declare that only trained traffic expert^s can de 
snecessf uUy with mte questions ; that the Commission ha 
made so many errors that almost every one of ite decisior 
that has gone to the courts has been overruled ; and tbii 
great havoc would have been wrought if these decisions hiw 
been put into effect at once without judicial review, ** Ta 
for example^ the Maximum Rate Case where the Commissic 
ordered the rates from Cincinnati to important Souther 
points cut down 15 or 20 percent. This change in rates 
the basing-points would have affected two or three thou^ 
sand rates. Some of tbe railroads didn't have a margin of 
more than 15 or 20 percent and they determined to fight 
the case. It is true that the Commission exercised thf 
power to fix rate^ a numl^er of times in the first ten year 
but the cases were comparatively insignificant and tlxe rail 
roads said, * Oh, weU, let it go. We 11 take the rate th 
Commission wants.* But when it came to the Cincinnati 
case the situation was serious and the railroadi^ said 
* These fello\\^ have n't got the power to make rates. I* 
the debates on the Commerce Bill in Congress it was dis- 
tinctly declared that no such power was intended to be 
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given. We '11 take the question to the courts.* And the 
courts sustained the railroads. Now what would have been 
the consequence if the CommisBion could have put its order 
into effect at once? The railroads would have been sub- 
jected to serious lasses during all the time that might 
elapse Ijefore they could get a decision reversing the order 
of the Commission. I often takes years to get a final 
judgment and there would be no way for the railroads to 
recover for the losses entailed by erroneous oixlers/^ Tliis 
is the argument sulistantially as presented to ma by Presi- 
dent Tuttle and there is great weight in it. 

Alleged ErroTB of the Cammisshn, 

Another railroad president turns the lime-light of matho- 
raatical analysis on the errors of the Commission. David 
Willcox, President of the Delaware and Hudson, says : 
*• About 93 percent of the decisions of the Commission 
which have been passed upon by the courts have been held 
to be erroneous. In ciise, therefore, the Commission had 
the future rate-fixing power, so far as its decisions were in 
foi-oe until the courts passed upon tliem, injustice would be 
accomplished in 93 percent of the cases. For this thero 
would be no remedy, bt^cause no recovery could be had 
from those whose goods had been carried at unjustly low 
rates/' * 

We shall see that this statement gives too strong an 
impression of the capacity of the Commission for mistakes, 
but there is no doubt that it has made mistakes, that any 
person or persons attempting to fix rates, even the railroafl 
managers themselves, are liable to make mistakes, and that 
losses i*esult to the it)ads from their own mistakes and 
might naturally result from the mistakes of a commission 
or court if its erroneous orders were enforced upon them. 

It may be said that if the orders of the Commission went 
into force immediately it would be the interest of the rail- 

♦ Sen. Com. 1^05, p, aW4. 
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roads to hasten t!ie proceedings in court instead of prolong- 
ing them indefinitely iis they are too apt to do, and that 
with reasonable provisions for prompt adjudication and the 
Btimuliis of powerful i-ailroad interests in that direction, 
tiie delay of tlie law, or this branch of it, at least, would 
vanish. It may also be said tliat the milroads could recoup 
themselves for the losses under discussion by curtailing the 
service they render for the new rates, or by raising other 
rates not fixed by the Commission. But the Commission 
might veto the raising of other rat^s, and the entailment of 
service would be veiy undesimble. The question arises 
whether it would not be fair for the public to stand any 
loss clearly resulting from an improiier order of its Com- 
mission, or else require that any oixler the valiilitj" of which 
is questioned should be passed upon by the court before it 
is put into effect? The Commission is itself perhaps a 
sufficient court in i*espect to questions of fact, and if it 
were arranged that in case of dispute on a question of law 
the Commission might call upon the Supreme Court for an 
immediate interpretation of the law, the rulings of the 
Commission could be squared with the law at the start, 
and the danger of loss from an erroneous order would be 
reduced to a minimum* 

As above remarked, the mistakes of the Commission 
have not been so vast as the reader might infer from the 
percentage of overruled cases stated by President Willcox. 

The work of the Commission may be summarized aa 
follows : 

It has received about 3,726 informal complaints relate 
ing to overcharges, classification, rates, etc. Most of 
these, perhaps 3,200, have been disposed of by coiTespon* 
dence or some mild fonn of arbitration, verj^ many have 
been settled satisfactorily, some have been abandoned, and 
some have crystallizetl into formal complaints. The total 
number of foiTnal complaints has been about 854. including 
tliose that were formal at the start and those that started 
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informal complaints and ^ew to be formal tliroiigh 
failure of adjustment by conciliatory methods. " Frnm 
1887 to October, 1904, the Commission rendered 297 deci- 
sions involving 353 cases, two or more cases being heaixl 
and decided together in some instances. About 5r5 percent, 
or 194, of the decisions were in favor of the complainant 
and 45 percent in favor of the i-ailroads.^ Mandatory 
orders were issued to the number of 170. Of these 94 
were complied witli by the railroads^ 65 were disobeyed, 
and 21 were pirtly complied with and partly disregaided. 
Some 43 suits were instituted to enforce the onlers of the 
Commission; and 34 of these have been finally a<lju(h- 
cated." The Commission claims that 8 cases of excessive 
rates and unjust discrimination have been decided in its 
favor, while President Willcox says that the courts liave 
sustained the Commission on the merits in oidy 3 cases.^ 

• Out of 37 paasenger cases (20 rate cw^gb and 17 miscellanpous) the dcci- 
■ion was favorable to the compliunant in 9; and in 316 freight caaes the 
declstoD was for the complainant in ISfj case^. In 70 of the freight cases the 
complaint was of exceaaive charges (half of them charging dtHcriminatioD 
also, or relative excesa as well as absolnte exce«!«) ; 119 related to charges 
relatively onreasonahle ; 52 concerned long and t^bort haul ahoAefl ; 20 mii-ea> 
sonable daasification, 8 unfair distribution of cars, 41 miiicclIaneouB. Ninety- 
six of the 316 freight cases were dismissed, tl nettled while pending, 4 left 
without a geueral statement and no onler, an«I 17 held for furth<^r action. 
Nearly 90 percent of all the Qn^c», passenger and freight, related directly to 
some form of discriminatian, and indirectly dii*crimination of some sort was 
ao element in practically every case, 

• The 8 caseB are the New York and Northern Case (3 I. C, C. 542) the 
Social Cirtlo Case (4 l.aC.744.> the Mmneapolia Caae (5LaC,571) the 
Colorado Fuel and Iron Case (6 L C, C 488) the St. Cloud Case (89 I. C C* 
346) the Savannah Case (8 I. C. C, 377) theTifton Case (9 I. C. C 160) and 
the Califomia Orange Rooting Case (& I, C. C, 182). Mr. Willcox thinks 
the Minneapolis Case and the Colorado Case should be crossed off because the 
carriers complied with thc' orders while ziuit was pending, so that there wwB 
DO decision on the meritt^. He says the decision was not on the merits in the 
New York Ca*e, the St, Cloud Case, or the Tifton Case In the Social Circle 
Case the Supreme Court sustained the order in respect to discrimination, but 
reversed it so far as it attempted to fix a maximum rate. lu the Orange 
Case the Circuit Court sustained the Commission, but an appeal was taXon aft 
mica toithe Snpremo Coiut. In the Savannah Nava^l Sutraa Casa tbA C\xRua& 
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Mr, H. T. Kewcomb, who appeared before the Senate Com- 
mittee as the representative of several mihx>ads, gives a 
table showing that in the eircuit courts the Comuiission 
has been sustained 7 times and reversed 24 times, the Cir^^ 
cuit Coivrt of Appeals has susUiined the Commission 4|^| 
times and reversed it 11 J times and the United States 
Supreme Court lias partly sustained the Commission ia^ 
one ease and reversed it in 15. '^ ^ 

Several comments are necessary. First, about J of the 
Commission's deei^iions have been right on the railroad's 
own showing. They claim only 32 reversals out of 170 
orders — nearly all tlie rest have been accepted by the rail-S 
roads or enforced upon them by the courts. Second, the™ 
reversals have beeu ba^cd on questions of law in respect to 
which the courts disagreed among themselves. The Com^ 
mission has not been oven-uled in mspect to questions < 
fact, but on the appliciition of what it believed to be lav 
(iind what tlie fraraers of the law lx?lieved to be law) to 
the removal of economic abuses. Third, the points of la\)^_ 
in respect to which it has been overruled ai*e very fewj| 
The decisions have gone in bunches. For instance while 
tlie .'Vlabama Jlidland long and sliort haul case was pending^ 
in the coiiiis a number of other long-haul cases were decidel| 
by the Commission, and when, after several years, the Su- 
preme Court gave final judgment, a whole block of the 
Commission's rulings on tliLs point were discredited amj 
subsequent reversals wei^e simply repetitions involving nil 
new error. So the question of power to fix rates covers \ 






I 



Court BTiPtftincil the Commission acd no appeal wns taken. Two 
favor of tho CommiBston in the Ci[>urt of Appeals and one-half A easA In th 
Supreme Cottrt, and odo of tho circuit dGcisioDs in on appeal — one ami one 
faiilf final ftffimiatires on the merits out of 34, One wonM think thnt Mt 
WilJcox might allow the CommiBsiou the three casen that were decided in th*? 
favor although the court did not find it necessary to go into the menta of th 
matti^r, and he 9eem» to be les^ generous about the Colorado Caae than 
Newcomb, who aaja tho CotninlMion was tostained hy the court, 

^ Work of the Inteiatate Commi&eion, p. U^ t£K>5. (See Appendix A*) 
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cluster of cases all thra\\n down in reality by one ruling.^ 
And these two questions represent nearly the whole differ- 
ence laetween tlie courts and the CommisHion, The 15 re- 
versals in the Supreme Court do not mean 15 erroiB, even 
in i-espcct to legal points, but only a veiy few errors if any. 
Fourth, the higher court revemed the lower in 9 out of the 
17 CHS6S tlmt went up fmni the Circuit Courts and in three 
of these cases the Supreme Court reversed both the Circuit 
Court and tlic Cdiut of Appeals. Fifth* it is by no means 
certain that the Conmu.ssion was \^Tong and the court 
right. The fact is that the Supt^nie Court has not inter- 
pi*eted the law according to its manifest and welWvno\\Ti 
intent, but in a narrow, technical way tliat has defeated in 
lAfgB pai*t the real purpose of the law. It is an absurdity 
to rule that the law h valid and tlien to decide that the 
luilroads may escape from the long-haul section by means 
of dlssunilar circumstances created by themselves. And 
many believe it U> be an equal absurdity to declare that the 
Commission may order the discontinuance, of an excessive 
rate or unjust discrimination, but cannot fix a reasonable 
rate. 

Take the Kansas oil rate for example. The railroads 
at the dictation of the Combine raised tJie rate, as we have 
seen, from 10 to 17 cents. Suppose the Commission had 
ordered tlie roads to cease charging 17 cents, that being 
found to be unreasonable. The railroads coidd appeal and 
appeal, and if after several years the case went against 
them they could make a rate of 16| cents. Then a new 
investigation could be begun, the Commission could make 
a new order, and after yeai^s in the courts the rat-o might 
come down another half cent perhaps. And so on ; even if 
all tho decisions went against the railroads it would take 

* Ai the av^ira^e lime fe<jnirt>d to reach a final d&cision in a rasfi that ^oes 
from the CommiH^tou through the Fodoriil courtii up to tho United States Su- 
preme Court is TJ year§, it ii clear that there i« pleoty c»f Lime for the acca- 
mnUtion of a congregati^a of cams, birds of a feftther* waiting for judgment. 
00 tht tam« point* 
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105 years to reduce the rate to 10 cents again, calculating 
on the basis of the average period of 7^ years i-equired for 
final litigation. Why not sum up the process in a single 
order for the 10 cent rate and if objected to by the mil* 
roads liave one judicial contest and tinish tlie business. By 
the indirect method of declaring one rate after another to 
be unreasonable the Cumniisaion has now the power at last 
to fix the mte. Tlie proposition to allow it to name a rea- 
sonable rate is only putting in direct, brief, effective form 
the power it now has in indirect, diffused, and ineffective 
form. The luilroads might not act in the way described, 
but the point is tliat they could do so ; there is no power 
in the law as it stantls to-day to compel them to adopt a 
i-easonable rate within a reasonable time. 

Again, consider the predicament Commissioner Prouty 
presents.^ If the Commission, considering all tlie cirL^um- 
stances including railroad competition, finds that the rat^ 
from certain points to W should not be higher than the 
rates to O and onlers the milroads to discontinue tlie dis- 
crunination between the two cities, the court will sustain 
the onler and gmnt an injunction to enforce it But if the 
Commission finds t!iat there shoidd be some difference be- 
tween the lutes t*i the two places, though not so much 
difference as there is, and it oixlers the mtes to W down so 
that they will be fair, the courts \vill annul the order be- 
cause the Commission has no power to fix rates in th^ 
opinion of the Supreme Court. ^H 

The railways contend that a relative order would be 
sufiicieat. The Commission could say what percentage 
of the Omaha rate the advance for Wichita should be, and 
in tlie Kansas case the lute on oil could l>e determined in 
reference to the rates on other commodities. It is true 
that a relative order could be made, but it might be more 
emhaiTHSsing to the railroads to have a group of rates tied 
up by each decision so that they could not vary any of 

^ Sen. Com. 1905, p. 3688. 
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them without changing the rest, than it would Ije to have 
one rate definitely iixetl; the suhtmction from elasticity 
might be gi-eater, and the dilliculty of determining the true 
relations between various rates might be far more serious 
than the fixing of a reasonable i*ate in the particular case. 
It would be possible to give the Commission the option to 
. make a relative order or to definitely fix a reasonable rate 
, providing that it should carefully consider the preference 
of the carrier as to the form of oitler, the reasons for that 
preference, and the guarantee the carrier may be willing to 
give as to bona fide compliance with the oixler, and then 
make up its judgment in the light of the circumstances in 
such a way as to accomplish the purpose in view with the 
greatest certainty and the least frictiuo or interference with 
the freedom of railroad management. 

But the railroads object to the fixing of rates in any 
manner by a public IxiaiTl,^'' declaring that such a board 
could not be in sufficiently cdose touch with traffic condi* 
tions all over tfie country to adapt their inilings to the 
needs of business, that tariffs would lose the elasticity 

^^ The railroads would prefer a court to u Commission if any pnblic bodj 

is to have power over mt^s. They know that proceedings la court are likely 

, to be troubled with li^og delay b» aad great expanse, and that courts are very 

I delicate about^deternviniug what is a reasonable rate. la the Heagan caao 

! (154 U. S, 362) the Supreme Court says : " It has always been recogaized 

that if the carrier attempted to charge a shipper an unreasonable sum the 

courts had jurisdiction to inquire into that matter and award to the shipper 

any amoont exacted inym him in excess of a reasonable rate ; and, also, in a 

reverse case, to render judgment in favor of the carrier for the amount found 

to be a reaaonabte rate/' 

In any ca»e of sait by a shipper to recover damages for unreasonable 
charges the court would have to deterroioe what wa.H a reasonable rate in 
order to fix the^ measure of damage^t but Chairman Knapp of the L C. C. 
pays he does not know of a case in which suit was ever bTOUght (Sen, Com, 
1905, p. 3301). The fact that very many complaints have been made of 
nnreaMmable rates and no suits brought in the courts Indicates that court 
procedure is regarded as inadequate. Courts are by nature judicial, not legia* 
latire or executive. And the remedy which can be admiotstered by them 
in these railroad cases is uucertaiu, limited, and indirect. (Sen. Com. 
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reqmsite to keep them in harmony with changing economic 
conditions. A rate that is reasonable to-day may be un- 
reasonable to-morrow* It is said that it keeps several hun- 
dred men^ 500 to 700 skilled trafl&c men, working all the time 
on the adjustment of rates, and that it is beyond the power of 
half a dozen men to pass on the mte question of a country like 
this ; that Congress cannot delegate to a commission the 
power to fix rates ; that it would destroy the initiative of 
railroads and hurt their power of borro^'ing money for Lm- 
proveraents, injure investors, and throw the whole railroad 
world out of gear ; that the centmlization of power would 
he dangerous, the disturbance of business and interference 
mth development disastrous, and the practical confisca- 
tion of railroad properties and values unjust ; that a flood 
of litigation would follow, and that discrimination would 
not be removed, for agents hustling for business would 
cut under commission-made rates as quickly as they cut 
railrnad-made rates* 

There is much force in some of these points, none at all 
in othei^. There is no reasonable doubt that Congress 
can authorize a commission to fix rates. Railway Commis- 
sions in 21 States have power to fix rates, either absolute or 
maximum, and some of them have exercised the power vigor* 
ously, and a national commission may be given the same 
power over interstate commerce that a State commission 
may have over State commerce. 

There is more force in the objection based on the lack of 
elasticity in commisHion-made rates. Elasticity, however, 
may easily be overdone and much of the present elasticit)- 
is very undesirable. Many flying tariffs and unfair dis- 
criminations lurk under cover of that reputable word 
elasticity. Moreover the Commission would not interfere 
with any fair rate-making by tJie railroads. The bulk of 
the rates would not be touched but only tJiose that were 
unjust. So that it would depend entirely on the railroads 
how much of the flexibility ihey so much admire should be 
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kept in their own handa. They would keep it ail unless 
they were guilty of dishonest flexibility, in which ciise the 
elasticity, which, according to impartial judgment, exceeded 
the bounds of justice, would be checked. 

In reference to the alleged necessity of flexibility in 
taxiffs and tlie ability of traffic managers to accommodate 
the rates to fluctuating commercial conditions, Chairman 
Knapp of tlie Interstate Commission says that there need 
not be any tendency to iit)n-cLid rules or undue emphasis 
of the mileage basis on the part of a Government board, 
but that the necessity of frequent changes in tariffs is 
greatly overdrawn. He states that the raih-oads have kept 
the same basis of rates since 1887 throughout the most im- 
portant part of the United States^ the '^official classifica- 
tion territory *' or the section north of the Ohio and Potomac 
and east of the Mississippi, and that *^ the class rates which 
govern most merchandise and articles of manufacture and 
ordinary household consumption have remained unchanged 
in ail that territory*'' The milroads changed the classifica- 
tion of many articles about 1900, *' but they did not change 
the rates or the adjustments between localities." 

**1 take it there is no agricultural product the price of 
which has shown such wide fluctuations in the lust few 
years as cotton. It is one of the great staple articles of the 
countrj^ ; the most valuable per pound of anything that 
grows out of the ground in large volume. More than half 
of it is exported and you know the price has gone from 
scai-cely above 5 cents to 16 or 17 cents. And if there is any 
article which would seem to be susceptible to market fluctua- 
tions and the changes in commercial conditions, it must be 
cotton. Bat an inspection of the tariffs will show you that 
the rates on cotton have not been changed in ten years. 

** There has been no material change* I think, in any 
cotton rate in more than ten years, except that certain 
reductions have been made in the State of Texas by the 
commission of that State. 
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^ N0W9 when I observe instances of that kind, wl 
ablest and most experienced traffic officials tell n 
tliere is no sort of reason for 500 to 1,000 changes iz 
state tariffs ever}- twenty-four hours, as oar files shoi 
are, you must not be surprised if I fail to accept at pa 
all tliat is said here about the necessity of adapting i 
commercial conditions. Undoubtedly, when you take 
siderable period of time, great influences do operate 
extent which may justly require material modificati 
freight charges, but to my mind it is quite unsuitab 
the little surface fluctuations in trade should find e 
sion in extended clianges in the daily tariffs. I 1 
tliat those surface currents should adjust themselves 
tariffs, and not the tariffs to the currents. And I aj 
ing this, gentlemen, not as a result so much from m 
observation or from any d priori view of the case as b 
of the statements m^ule and arguments submitted to 
practical railroad men of the highest distinction." " 

To lay stress on the number of men required to a] 
the details of tiiriffs might seem to imply the belie 
a very large pai-t of existing railroad rates will be 
unreasonable and need the attention of the Comm 
It may however imply merely that there is likely t 
very large number of complaints. The fact is tin 
fixing of i-ales is a complex business, with a consid 
percentage of guesswork, experiment, broad judgmen 
ai-bitrary decision. There are some general princip 
cost, distance, what the traffic can pay and move, 
8hippei*s demand, what other carriers are charging, 
rates are necessary to create new business and fill i 
cars both ways, etc., but they are like the principles c 
you can come to any conclusion you wish and then 
principle that will Ixick up your decision. Railroa< 
do not trouble themselves about consistency. They i 
and cannot adjust lutes with reference to just rel 

u Sen. Com. 1905. VV* 3297, 3298. 
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between places and commodities. They are looking for 
dividendB and they make the best rates they can with that 
object in view. The chief tmffic officer of one of the trimk 
lines, being pressed by the Commission as to his method of 
maklDg rates, said : " We make rates very much as the 
honey bee makes its cells, by a sort of instinct." When we 
look at his rates we find that he is not so successful as the 
honey bee in respect to sjrmmetry and balance. Another 
traffic manager whose skill brings him a salary of $50,000 
a year, testifying as to the reasonableness of his grain rates, 
was asked question after question 41s to metliods of deteimin- 
ation, till finally he said : " To tell you the truth, gentle^ 
men, we get all we can/* Now it is because the railroads 
know that the Commission would refuse to adopt this time- 
honored principle and would aim primarily not at profit to 
the railroads, but at just and impartial rates — it is tliis 
knowledge which more than anything else impels the rail* 
roads to such strenuous opposition to any proposal for the 
fixing of rates by a public board. The matter is of such 
moment that, when I asked one of our leading railroad 
presidents what would happen if the rate-making power 
were put in the hands of a commission, he said: *'The 
stake would be so great that the commission would have 
to be controlled, that's all/* 

The railroads have the Senate, and the Senate must 
confirm all nominutions to the Interstate Commission. 
Aside from the appointment of Judge Cooley aO nomina- 
tions to the Commission from 1887 down have been due, 
said this railroad president, not to any special fitness for 
the work, but to political pull. If a commissioner is 
appointed from a certtiin SUite, the senators from that 
State regard the place as a part of their patronage, and 
when the term of his appointment expires they insist on 
the nomination of another man from their State. They 
say : " The place belongs to onr State," and it is always 
their man, a man they want on the board, who is presented 

19 
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by them for nomination. Vermont for example has had 
three members on the C'ommission in soccessioti. Walker^ 
Veazie* and Prouty; each time a vacancy liaa occuired in 
the Vermont representation it has been filled at the dic- 
tation of the senators from tliat State; ^^even President 
Roosevelt did not appoint for fitneas. When a vacancy 
occurred he did not look for the man best fitted to aerre 
on such a Commission, but appointed Senator Cockrell 
of Missouri, a nice old man of 70 that everybody Hked, 
but witliout any special qualification for the work- The 
election went to the Republicans in Missouri, so CockreU 
couldn't go back to tlie Senate. He has many friends 
The senators all like him, Republicans as well as Demcy 
eiats, and they said to Roosevelt: *You must do Bome- 
thing for Cockrell ; here 's a democratic vacancy on the 
Interstate Commission, put him in there/ and Roosevdt 
put him in." 

Tills railroad president is a man of the highest character 
and of very extensive information* Whether or no he is 
rightly informed in respect to the appointment of com- 
missioners, it is clear that the niilroad representation in 
the Senate could bring tremendous pressure to bear to 
secure the appointment of men approved by railroad inter- 
ests, tbtit they could block the appointment of any other 
sort of men even if nominated^ and that the temptation to 
exert this power to secure men who could be controlled 
would be practically irresistible if the Commission were 
given the rate-making power. 

The fear of confiscation does not seem to be well 
founded on the part of the milroads; there is more to 
justify such a fear on the part of companies and loeaUtiea 
unfairly treated by the railroads. The Commission will 
have no motive to make confiscatory orders^ and the courts 
will protect the roads fiom everything that is doubtful in 
the slightest degree as they have done in the past. The 
eal danger of confiscation of values lies in leaving the 
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railroads free to make 8iich orders as those in the San 
Antonio ease or the Kansas oil ca^ wliich destroyed the 
business of independent operators. Adding 25 cents a ton 
to the coal rates from San Antonio practically confiscated 
the coal mines at that point, and raising the oil rates in 
Kansas from 10 to 17 cents practically confiscated, during 
the continuation of the order, the praduct of the indepen- 
dent oil wells. 

That some disturbance of tariffs and business might 
result from conferring the rat«-fixing power on a public 
board is quit« likely. There is a good deal of business 
that ought to be disturbed ; that of the Beef Trust and the 
Oil Trust for example would be the better for a thorough 
house-cleaning. And the tariffis need considerable distur- 
bance to bring thera into close relations with the principles 
of justice. But the disturbance might be more than is need- 
f ul- Our railroads say that Government boards the world 
over show a tendency to adopt some sort of a mileage 
basis, in the shape of a zone system or some other fonn 
of distance tariff. This would interfere with the equali- 
zation of rates, which is one of the best elements in 
American railroading. The fruits of Califomia are carried 
all over the country at low blanket rates that enable them 
to be sold in every hamlet in tiie country at prices the 
common people can afford to pay. New England shoes are 
carried to St. Louia at 1\ cents a pair and to San Fmncisco 
for 2 cents a pair. Milk is brought into the cities at the 
same rate for many miles out So with the pulp mills in 
the forests of New York, Vermont^ and Maine. The rail- 
roads give them all equal rates to the great cities. When 
the big mill at Millinocket, Me., was being planned the 
promoters w^ent to the railroads for rates. To make the 
product cheap they must build on a large scale, and to 
justify this they must be able to reach many markets; 
they must be able to supply newspapers in Boston, New 
York, Philadelphia, and Chicago. So the railroads gave 
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tliem mtcf^ tliat cnablcMl them to send their paper 1,5' 
miles to Chicago and sell it to newspa|)ers there at tJie 
same price tliey would have to pay for paper that ax 
only 600 miles.^ This desta'oys nature's diseriminatini 
due to distance, and places men on an equality in ti 
market to win by their merits, not by natuml advantag< 
or disadvantages of location. This is iu many ways 
beneficent process and if the raihvays did not creai 
new artificial discriminations of their own they would 
entitled to be placed among the great equalizers of the age.. 

Years ago there wjxs a vigorous argument about the rai 
on wire from Worcester, Mass., to Chicago, and from Pitts- 
burg to Chicago. Tlie wire mills of Worcester had a good 
business, employing some 5,000 men, and marketing mostly 
in the West. Mills were built in Pittsburg, and being much 
nearer Chicago got a lower rate to that city. The New 
York Ccntn^l at once met the mtea so that the Worcester 
Mnis could get to market on a level with tlie Pittsbu 
people, who still liad the advantage of nearness to tlie ci 
and iron mines* Not satisfied with this, however, they c 
ried the question to the Traffic Association, claiming that 
as they v^^eve 500 miles nearer Chicago, they should have 
lower freight rate Uian the Worcester mills. But the; 
didn't get it The New York Central said: "Here a: 
5,000 men at work in Worcester. Wliat am they going 
do if we let yon crowd them out of Cliicago, which is thei 
principal market? We shall stand by them and meet an; 
rate yon make from Pittsburg/' That was fine, as go* 
as the raising of a mto to kill the San Antonio mine w 
bad ; the railroads can save industinal life as well as com] 
industrial miu*dcr. 

It is said that government rate-fixing would not tm 
such cases ; that the principle of equalization is not recoj 
nizedy and both justice and business development wouli 
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It is not true that government rate-fixers do not recog- 
nize the equalization principle. The national post-office 
has carried it to the limits and has based its business upon 
it to such an extent that it is known as the postoflice prin- 
ciple* It is applied in government telegrapli and telephone 
systems much more fully than in our private systems. 
Even the State ndlways make cousidemble use of it. 
Although the tendency is to adopt some soit of distance 
system as the main basis of the tariff, thei^ is constant 
recognition in Germany, Belgium, Denmark, Switzerland, 
and the Australasian States, and it is announced as a defi- 
nit-e policy that so far as reasonably possible rival industries 
shall be placed on an equality in the market, ^* We mean 
to bring the manufacturer who is 100 miles away into the 
market on a level with the man who is 10 miles away,'* 
Siiid the manager of one of these government systems to 
me, and there is more or less of the same spirit and pur- 
pose in all the government systems I am acquainted with. 
The fact is tlmt a movement toward the equalization of 
rates tlirough application of the principle to one commod- 
ity after another, or the gradual extension of zone distances 
ill a zone tariff, offei"S the only hope of attaining a really 
just and scientific system of rates. Any sudden adoption 
of such a system would disturb the values of real estate, etc., 
beyond all reason, but it can be gmdaally approached, and 
that is what the milroads in this and other countries are 
doing. 

Our Intei'state Commission lias, I believe, shown too 
little appreciation of this fact, too much tendency to insist 
that a town or city is entitled to the benefit of its geogmph- 
ical position. It Is entitled to the l>euelit of its geograph- 
ical position to the extent tluit no place more disttint from 
its market should have lower rates to and from that mar- 
ket, but the right tn cLtim tliat the rat^^s sliall not be equal 
is very questionable, and frequently it is clt*ar that no such 
right exists. The Commission has recognized this point 
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in several casee. For example, in the Business Men*i 
As8ociation of St. Louis v. the Santo Fe, Northern Pat^ifii;, 
Uaion Pacific, and other roads,** the CommisHiun smstaincd 
a blanket rate on many commodities (mm the Piicilic Coui 
to all points cast of the Missouri River. And in the Orange 
Itato Ciisti ^* decided last year, a blanket rate of $1 
hundred on lemons from Soutliern California to all poini 
east of the Missouri was approved. In the milk case, ho^ 
ever, it held that ** A blanket rate on milk on all the 
ware, L^ickawanna's lines, New Haven road^ Readi 
Erie, New York Central, and West Sliore and other 
regaixUcss of disUuice, viz., 32 cents on milk miil 50 cei 
on creaiii per can of 40 quails, is unjust to producers and 
shipjxu's ui the nearer points. Tliere «hi>uhi Imj at least 
four divisiouM of stations, — the first extending 40 miles 
from tlie terminal in New Jersey, the second covering a 
distance of 00 uiiles uml ending al>out 100 miles fi'oni au< 
terminal, and the third covt-ring \he next 1*0 miles, and tl 
fourth covering stations more tliari 190 miles from the 
rainah The rates on milk in 40-f|uaj't cans should ni 
exceed 23 cents from the lii*st jir^''»iip ^f stations, 26 cent 
from the second group, 211 cents from the thiid, and 
present mte of 32 cents from the fourth grouj*/*^^ 

It is quite possible tliat the Commisniyu made a mistake 
in this case, though it is not easy for any but a railroad 
man, witli a mvenous appetite for t^ninage and reeklesj^ 
tlie waste of economic power, to see any sense in armnj 
ing rates so as to Uikc milk Uy New York from poiii 
near KulTalo while HulTalo gets milk from places tmst 
points shipping to New York ; but if the Commission 
fall into error in this case, the misUike of refusing to allo^ 



did 
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the distant man to come into the metropolitan market on 
equal terms with the neai-er man is nothing compared to 
the mistake the miiroads so frequently commit of allowing 
some Chicago or Kansas City man to come into New York 
at lower rates llian the New York, Ohio, Pennsylvania, and 
New England pimliicers have to pay. 

In respeet to the di.stance tariff question, Chairman 
Kuapp of the Commission says: *'I am very far from 
believing that there should \m anything moitj than the 
most inconsiderable tendency, if any at all, toward the ad- 
justment of rates on a mileage bosis^ and I think the^ 
prosperity of the raih-oads, the development of the differ- 
ent sections of the country and their industries, justify 
the making of rates upon what might be called a com- 
mercial basis mther than any distiince basis ; but do you 
realize what an enormous power that is putting into the 
liands of the miiroads ? That is the power of tearing down 
and buildmg op. That is the power wliich might very 
largely control the distribution of industries, And I want 
to say in that connection that I think on tlie whole it is re- , 
markable that that power has been so slightly abused. B ut 
it is there, * * . It comes back to the question which 
Senator Dolliver asked, are the miiroads to be left virtually 
free to make sueh rates as tliey conueive to be in their in- 
terests ? Undoubtedly their interest in laige measure and 
for the most part is the interest of the communities they 
serve. Undoubtedly in large measure and for the most 
part they try as honestly and as conscientiously as men can 
to make fair adjuHtments of their charges. But suppose, 
they do not* Is them not to be any retlress for those wlio 
snfifer? That b really the question. , , . Suppose it were 
true that a more potent exercise of government authority 
and the adjustment of nites tended somewhat to increase 
the recognition of distance with the result of producing a 
greater diffusion of industry nither than its concentnitifHi. 
... I cannot b(.*Hevc that all tho^c m^UlutisiV^^ W^'h 
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adminiistrations which operate to the concentnitioii of id* 
dustries and population are altogether to be cominendeA 
I doubt if they result in happier homes, better lives, grtatei 
social comfort/' 

A pubUc IxjaiJ might not bo willing to apply the eqiuU* 
2ation principle without limitation under competitive coor 
dilions. It nn<^bt put the sash and door makei'H of Michjgui 
and Vermont on an equality hi New Voik City, and yet 
not think it best to enable the V^ermout manufiieturem 
to send sanli t4) Mtchigan aud Induuia points nt the name 
rates the ilii'liigjui uiiiiuifiwttunn-s pay, while the Alichigaa 
factories get the same mtes to Vermont and Mas^sachtiBetti 
points as the Vermont pt*oi>lo ; nor to ariunge matters m 
that a tmin-lottd of banaiiaa from the port of New York to 
Boston would pass a tiiun-load of bauamvs going from tha 
port of Boston to New York. It takes a lot of milroadii 
working for profit, regardless of tlie waste of indusirial 
force, to see the wisdom of such crr^ss-hauUng, A publie 
L>ard w^ould be likely to recognize not merely the princi- 
ples of pmJIt, equalization, and development of trathc, but 
also tlie principles of economy from a natiorml standpoint^ 
the adaptation ctf wr)eeicd localities to special work, the 
value of divensilicatiou of industry, ete., etc. 

It is entirely possible to avoid such mistakes as those 
attributable t(» the Commission in its geogmphical cases, 
and iitlier uiisLakes tliat may come from lack of thomugh 
acquainttuice with practical trausjxutation problems, by 
putting on tlie Commission two or three traffic men of high 
charat'ter ujhI lung experience in the business of making 
lutes. 

And as the business of the Commission would not lie to 
make rates in the fii^t instiificc, but only to revise Uiem on 
complaint, much jib the chief ofticei's of railway depart- 
ment's do now, only with a public motive and point of vwsf 
insteml of a private one, thtMc is kivery reason to believe 
that the work oi VQ\\&iov\ c^tiMV^ W \\:Aa£:>aksa^'i. ^ -a. wtsU* 
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selected commission, with great advantage to the public* 
The \ery existence of an effective power of revision ought 
to go a long way toward making the use of the power 
unnecessary. And it is wliolly just and practicable that 
monopoly charges should l^e subject to the veto of a public 
board that is in a position to take a brotw.1, disinterested 
view of rates and other tiuu8porta.tion questions. 

How superior the Commissitm's methods are in many 
ways to those in use on our iiiilways can hardly be ai>- 
preeiated by one who is not familiar with the unscientific, 
chaotic rate-making prai^tices everywhere in vogue in this 
country, and also witli tlie breiulth and system that marks 
the work of the Commission. 

An illustmtion may helji to make the contrast clear. 
Take the case of Kiiidel v. Boston & AUwrny, and otlier 
railroads, decided by the Commission, December 28, 1905. 
The i-ailroads w^ere ch^irging f 2.24 per liundred on cotton- 
piece goods from Boston, New York, and other eastern 
pointe to Denver, and $1,50 on the same goods fmm the 
East clear tlirough to San Francisco. The local mte from 
OmidiAi or Kiuisas Citj^ to Denver vrm $1.25, the same as 
the rate on first-class goods, and the rate fi^om the Atlantic 
to Denver was made by adding the stiid local mte to tlie 
rate from the East to the Missouri River. Kindel com- 
plained that the mte tu Denver was unreasonable and 
unjust. The Commissiun carefully studied the facts, took 
into considenition the relation between cotton rates and 
first-class rates on various routes throughout the comitry, 
put the data on a duivU a facsimile of which accompanies 
this description, and came to the conclusion that *' the 
exaction of lirst-class mtes on cotton-piece goods between 
Missouri liiver points and Denver, in view of the long 
prevailing differentials in other parts of the country and 
other existing conditions, is unjust and nmeasonable ; and 
that the msult of the excessive rate on cotton-piece gootls 
between the Missouri Uiver and Deuver and tlie a^^ilWvv.- 





tioQ of fall locals in making up the through cotubinatiaQ 
rate from New York, Ba&ioa and other eaatem points 
taking the same tatea to Denver ia to cnake the through 
rate excewive, and that such through rate to Denver to be 
reasonable eliould not eiLoeed tl.50 per hundred pounds.*' ^ 
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If the render will (?xaniiiie the chart h^ will see that the 
cotton figure.H ( wljich ure placed bulow the route-lines) 
lesa tlian the tir^t-chiss mtet) (which are printed above 
route-lines) in every cikse except between the MiB.iir>i 
Iliver uiid Denver, and in sume cases tlio cotton ral 
are only half the first-elass rates. In view of the practi- 
cally univerKul eiistoni of the railmadH in this relation, the 
deviation in th(? ease til" Denver amounted U} a pnu^tical 
discrimination against tluit city and any shippers who 
desii'ed to lay down cotton goods in Colorado. The rail- 
rtKuln earrieii the goods from Boston to (Chicago for 55 
cents, while cimrgiag $1.25 from Omaha to Denver, more 
than double the charge for half the distance. 
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Railroad rate-makers do not base their tariffs on broad 
considemtioiiB of justice, but get wktt they can out of the 
traffic for their owu Unes, while the Commission asks what 
rate wiU yield a fail* profit, and will be jiist to the pubhc 
and to the individuals and localities involved, considering 
all the circumstitnces and their relation to transportation 
conditions throughout the country. 

At best, however, it cannot be denied that great incon- 
venience and some injustice might be iallicted up>n the 
railroads by public rate revision. It seems to come down 
to the choice of the least of two evils. The Pi-esident and 
the people say that if the railroads are left free to make the 
rates they do not deal fairly ; experience shows that they 
discriminate unjustly between persons and place-s, and put 
some rates too high and others too low. The railroads say 
that if a public board should make the rates the companies 
might not be treated fairly. Both statements are true. But 
it is clear tliat somebody must make the rates. And it is 
equally clear that there is no system of rate-making that 
will do perfect justice. I know of no railway minister or 
traffic manager in EuTOpe or America who even dreams he 
knows of any method of mte-nmking that will do justice 
all romid under present industrial contlitions. The post- 
office i»nnci[>le may ultimately be applied to diffuse the 
burden of disttmce over the whtile comniunity, but it is not 
practicable at present If then a cerUiin amount of injus- 
tice is unavoidable, and we must choose between injustice 
to a small group of stockhnldei-s or to eighty millions of 
|)eople, whieli iJU^mative sliall we iiccept? If tliere is no 
way to solve this problem tliat will not work iujustice 
somewhere, shall it be to the little group of protit-makers 
or to tlie great public, tlic people of the United Stiites? 

Besides tiiis q uantitiiti ve timiparison, there is a qualita- 
tive com|i;n'ison that is still more weighty. Such injustice 
as may he done to the railways is merely a matter of dimin- 
hhed dividends on stocks, a very Wg|6 \j^t\. ^V ^VwOvi'^a. 
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water; while the false rates and unfair discriminations 
miitie by the railway managers not only affect propeti 
interests many times greater than railway stocky but de 
equal opportunity and undermine morals, manhood, gov* 
ernment, civilizatiou, and progress, — values far higher 
than any financial items whatever. Moreover, it is not 
unlikely that a board constituted somewhat differently 
from the present one might eliminate most of the errors 
of the Interstate C'ummissioa as well as tliose of the rail- 
Avay. What are the causes at work in the caae ? The 
reason the Commission has made some injurious rulings 
is that they lack the tliorougli acquaintance with traffic 
conditions that the railway managers possess. And the 
reason the railway managers make lUtes that are contr 
to public policy is that they are more or less influenced 
motives that are antitgonistic to the public interest. 
Commission is disinterested; it has no wish or persoB 
interest leading to unfairness either to the railroads or i 
public ; its motive is nght, but its knowledge is iniperfe 
The railway tiuftic managers, on the other hand, have mi 
more perfect understanding of the transportation busine 
but their interest is not altogether in Iiarmony with justii 
and the public good. Is it not possible to ci-eate a boaii 
that shall bive the thoiough knowledge of first-claBs rail- 
way experts, together with the high motives and unmixed 
interests of an honorable public commission or court, i 
so i-emove the chief causes that have worked injustice 
the past? 

It is possible that there may l^e another fair solution^ ■ 
that the rates may be made neither by the railroads the* 
selves nor by a body repi-esenting the pubUc alone. As 
there ai-e thi^e paiiners in tlie railroad business^ 
in every great industry, — viz., labor, capit^il, and 
jjiihlic, — it may l)e reganled as a ciise for arbitratic 
or f«^r decision, not liy any nne partner alone, but by 
boaitl x'epresenting all tliree partners. Should there 
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he a board on which tlic mil ways have a right to repre- 
sentation, the workers being represented too, and the public 
also having fair representation upon tlie boartl? Then 
the decision would represent the co-ordination of thought 
and interest of the three great parties concerned in the 
railway problera. Perhaps such a solution would be supe- 
rior in it^ justice to decision either by the railways alone 
or by a body representing the public only. 

But it is clear that the final power t^ pass on transporta- 
tion rates must rest somewhere* That railways are public 
highways, and transportation charges in the nature of taxes, 
ai-e settled principles of law and economics. That govern- 
ments have a nght to regulate railroad rates is eveiywhere 
recognized. But how is the right to be effectively exer- 
cised? If legislative liodies attempt to exercise it cUrectly, 
the lack of detailed infomiation as to specilic cases and the 
failure of elasticity and aihiptation to the needs of business, 
urged against Coniniission work^ would be emphasized a 
hundred fold. There is no way but to delegate the power to 
an expert board, not with the expectation of perfect justice, 
but of the greatest attainable justice. 

The most important question of all in this connection 
remains to be considered, viz., would the possession of tlie 
rate-fixing power enable a regulative board to stop dis- 
criminations ? Pmctically eveiy mte question but one 
involves the question of discrimination. The exception is 
the query : " Are the total charges unreasonable ? *' It is 
conceivable that the relations of the various rates might he 
fair but the whole tariff might be pitclied too high or too 
low; then the reiusonableness of t!iat tixriff woidd be the 
only question oji which action would be requisite. But in 
practice there are always some rates that are low enough, 
some too low, and some too high. And there are always 
two active questions in reference to any rate : 1. Is it fairi 
in relation to the rates accorded to other persons, places, < 
commodities ? 2* Is it reasonable ? In other words, is it 
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ftich that if oilier talei ilood to tnie iilitiong^ritfiiiai 
toUl margin of profit irould yield m fair reiitni and i 
tbfiri Si fair nsinrti on the invoftmail? Bolii qi 
very diiliLult, eitpecially tht latter^ The 
of ettcli imiiicular tute depends not only oo its ^ 
iml circMi < H, but on a comparison witliall 

and a o<mi ion uf the company's entiie ImrinifaB Dit 

He tilt ss it is, it would seem necesaary to try to answer it 
in u broiul way, at least in respect to the tariff aa a whak^ 
for the failure to answer it may mean unjust taxaHoo of 
inrluntry, iti nation of capittil valuesi^ di\ideiidA cm vatKi^d 
Htoi'k, vHHt Htu^uujulat iorm of weahli in the handii of railwijr 
owtKirH, |ioiiti(!»il (rorrii[)tiun, nud the whole trsin of evili 
Uuit follow in Uio wake of industrial aggveosiott* Yet 
de(!ply important as it in to aecure reasonable xateSi bow 
futile it would appear Ui attempt to do it by means of n 
hoanl mnkirig ordein iu» to tliiHi that, and the other rate 
<'o(uiilaituMl cif, but without power to revise the tariff as a 
whoh% f^r to nHjuira any jmrlicuhir standard of serrioe in 
roturii for tlio tuUi deijided upon. For every cent cut off 
thu ruti^ hy ttm ( 'lunuusmon, ilie mil ways, if they are agreed 
to act ill Imniiouy, ran eaHily withdmw two cents' worth of 
fafjilitic3N, SuppoKi? tho Commia^iiaii can fix a reasonable 
rato, whiit iw tht* uso of it unh^sH it can Bchedula to iUt 
■jull^uioTjl a uiinnt*^ .*«[)ec:ification of the quantity aiid quality 
of servie** to Im3 rontlered in rf^tum for that rate? And it 
would havo tu 8(^hotlule uImo t!ie price level, the crops, and 
all tliti eoiiditioiifl of Ihhiu? and foreign markets and adjust 
the nite on a sliding M'ulr, iAm tlie rate that is reasonable 
now may bocoine very uu Reasonable in a few weeks or 
nionthrt fnua now. And if, in8t<e»atl of tUiH patchwork, tlie 
public board attempts to revise the tariff aa a whole and 
fix Uio dcrviooi to be rendcre<h it will either get itself cap- 
tured by the railrosds or it will cripple railroad etiterprijse. 
Railroad men aie not going to work with much spirit if 
you take Uio control of rates and service out of their hands^ 
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and if you leave them control of either they will have you 
instead of your having theiiu It ahvaj's means a struggle 
for miistery where a body that does not own seeks to con- 
troL The body that owns and lias po^ession will evade, 
pervert* defy if possible, and if overborne will lose initia- 
tive and energy and take on the air of a conquered province. 
The case is no better in respect to discrimination. In 
the first place it is clear tliat, as railroad managers have 
testified, it would be just as easy to cut mtes made by a 
commission sls to disi'egaid the rates made by the railways 
and published by tliem and thereby made obligatory under 
the law. Mr, J. H. Hiknd, head of the traffic department 
of the Chicago, Milwaukee and St Paul, says: **I c^an cut 
a rate or give a rebate on a rate fixed by a comraiasion just 
as easily as though I had made the rate myself," ^' Mr, 
W. D. Mines, till recently Vice-President of the Louisville 
and Nashville, says: ** The Townsend Bill made no provi- 
siori whatever which looked to the prevention of rebates. It 
provided that the Commission should fix rates, but there 
would have been the same facilities and the same induce- 
ments to cut the rates made by the Commission as to cut 
the rates established by the railroads/' ^* Presideut Tuttle 
of the Boston and Maine puts the case in this way. '* A 
big shipper says to the managers of the A, B, & C rail- 
roads ^ Give me a cut rate.' They refuse. Pretty soon all 
P's business is going by the X line* Tlie A, B^ & C 
folks notice that they are losing traffic and they say * Look 
here, where 's all that business we used to get? The X 
line is getting it all. P 's got a concession over there I * 
Maybe he has and maybe he has n't, but you can't make 
those fellows on A, B, & C believe that he hasn't. They 



W Sen. Com- 1905. p. 1339. 

^ Seti. Com. 1905, p. 1165. The fact is tluit D«itber the Ktkfn§ BHl not 
the Ksch^Townsead Bill reaches the private c&r abaaea or terminal ratlroadi, 
or flying tariffs* or other evasive forms of dbcrimitiatioD, and neither adds 
isncb to tbe power of the Cooimiasioti to deal with the aabject. (See Sen. 
pp. 23B9, 2905,2911), 
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go to P and say; ' What arc you giving all your bimue 
to the X line for?* P sayi^, *Well, 1 asked you to gi^ 
me a lower riite and you would n*t do it.' He don*t 
lie 'a got a lower rate on X, and maybe he has n't, but 
effect on A, H, & C is the Hame as if he had. They B41 
* What do you want? ' P suy8, ' Give nie 2 cents a hundr 
off the rate and 1 '11 distribute my business as I did befor 
So tliey give hira 2 cents off and they get the tonnage.*^ 

Mr. E. P. Viuing, a fomier milroad manager, says 
the reduction of a rate found unreasonable by the Coms 
sion may result in new discriminations unlesn otlier ratei 
are reduced in fair proi>ortion.*^ It is aUo clear that in 
many oases the reduction of other rates by the railroads 
may nullify the effect of the Conumssion-a order in respect 
to tlie rate complained of. Take, for example* the mil- 
roa^ls leading from the wheat Ijelt to Minneapolis and to 
Milwaukee. ICxcoptiug the Chicago, Milwaukee and St 
Paul the mads that l*v:vd tu Miinicapolis ai-e not the 84iti 
rotuls that lead to Milwaukee. The Commission foni 
that the mtes on gi'ain to Milwaukee and Minneapolis sul 
jected the fomier to luidue prejudice and disadvantage, h 
if the Milwaukee roiwLs weix* oixlered to reduce their rati 
to a given level the Minneapolis roads could neutralize th 
ortler by reducing their rates below the said level.^ In 
other wortls no mere right to designate a reasonable 
in place of a nite complained of and found unreasonable < 
prevent unfair discrimination between places. 

Notliing short of a geneml rate-making power can do th 
work properly. Particular rale-fixing alone means patcli 
work and inefficiency, easy eviision and new discrimination 
in place of the old ones. On the other hand, to give 
public board general power to revise rates would if effectil 
be tantamount to taking possession of Uie railroads with- 

^* Sen. Com, ]9a% pp. 1675, 1670. 

^ See ChATDber of Commerce v. C. M. & St. V. Hd., 7 L C. C, Didt. 1899, 
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out compensation, and if ineffective would amount to little 
in the way of stopping discrimination. If the tariffs were 
made by or subject to the revision or approval of a public 
commission and the rates so made were enforced, the most 
vital element in the ownership of the roads would be made 
public. And if the rates were disregarded or the power 
not vigorously and intelligently exercised the evils we are 
considering would still continue. 
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It is questioned whether any form of regulation can o^ 
come discriminations. One of the ablest members of th^ 
Interstate Commerce Commission said to me ; ** No, regu 
tion can never stop iliscrijnination," And the man wl 
is regarded by many as the leading railroad expert in the 
country replied to my question in substantially the same 
way, "Regulation properly so-called cannot eliminate 
discrimination, though it may gi-eatly diminish it/* 

What he meant was that a control strong enough 
eliminate discrimination, would not be regulation, but o^ 
ership or qm\si-ownerahip. So long as men representing 
private interests continue to possess control over rates 
seiAices they will continue to discriminate, for private 
tereste demand discrimination. And if control of rates < 
services or both is placed in a public body, public ownersh 
or quasi-public ownership is thereby established, for con* 
trol is the essence of ownership. It makes little difference 
who has the title to a fai^m if I have the control of it and 
can determine the way in which the work shall be done 
and the price at which the crops shall be sold. The 
" owner " in such case is little more than a mortgagee — 
he has the interest on his capital, whatever I choose to 
allow him, and that's alL It would seem that if the 
people wish to control the railroads, they should buy tbem 
at a fair value, and not establish complete or quasi-owner* 
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fillip without compensation, under the name of regulation 
and eontroL 

This is an interesting line of thought, and philosophically 
has considerable force in respect to control extending be- 
yond what the public may have a right to claim as a partner 
by reason of the bestowal of francliiaes and other benefits. 
It is also important to note tliat only sulistitution of man- 
agers owing allegiance to the public interest in place of 
managers representing private interests can eliminate the 
motives to discrimination, and remove tlie antagonism of 
interest between the ownei-s and tlie public, which is the 
root of all railroad evils, 

(This is a practical worki, however, and the prac;tical facts 
are that the diJBculties in the way of public owiiei*sIiip of 
railways in this country at present are very great, and that 
much good may be accomplished by judicious i*egulation. 
The long and short haul clause may be made effective ; the 
railroads can be prevented from paying shippei-s more for 
cars or switches than they would pay each other ; private car- 
lines, express companies, and water carriers can he brought 
within the Commerce Act ; the Commission can be given 
power to name a reasonable lUte or pi^ctice in place of one 
found unjust, and either put it in iovce at once, subject to 
revision in a special court devoted to transportation cases, 
and acting promptly on all appeals, or themselves ttike the 
facts and their conclusions at once to the court and get a 
ruling before putting tlie order into effect; and railroad 
managers can be prohibited from having any interest in any 
concern that can be aided by tninsportation favors over 
their roads, as is already the case on »Jaraes J. HLU^'s Great 
Northern, except witli respect to Mr. Hill himself. 

( Besides all this it may be possible t*:> make the law so 
cfear tliat the courts camiot twist it out of shape, and the 
States might be got to pass laws in complete harmony with 
the Federal statutes. Railroads and trusts can be subjected 
to public inspection, and to the pressure of damage^uits^ 
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iDJunctioiis, and progressive taxation* If need be the public 
ctmld demand mpresentation on the boaixls of direclion of 
all the railroads, or the traffic luanagers could be made 
public servauta and required, as iisceivers are now, to n> 
port semi-occasionaUy to the Federal cou!*t», and to StA**« 
courts also, perhaps, with tlie power of judicial remold ia 
case of misconduct There is a practical warrant for de- 
manding representation iia the management of the roads, in 
the facttlut the fmnf^luBes hcstowod on Uiem by the puUiti 
represent a lai'ge part, prolxibly half, of their market values*. 
The public ia entitled, uh wo liave saiil^ to be regarded sm & 
piirtner in tlie nulroiids. 

If after thorough triid, i-egulation proves insufficient or 
UTiHiitisfiit'tory, public ownership remainH.* The movement 
of tliought in that tUrection in the liVBt few years is very 
remarkable. In whatever way roHef may come, wlietlier 
by regulation or public ownei^liip, f7*<r client ial fad i» the 
dominanet' of puMie interest over privaUi interest at the p&inti 
wytt* privatf th* part st from pnhUa intfr**»U <^^^*i ^he r*Mfntid 
in«trumfntalit y for the realizittion of thittfai^f in a rep^ 
U the actual^ complete^ and continuous control of the Q-ai 
ment hy the pt*oph^ 

Thai nn just dirt^jrimination in railroafl rates and m\ 
be abolished, we know from tlie experieuce of othe r na l 
Studying the railways of ten countiies oti the ground, e 
ining tlie niilway litemture and talking with leading an 
itien of twenty-six countries, and analyzing the writingn of 
the principal critics of t!ie various systems, 1 find that ihc 
milroafk of the I hiited Htiites are unique in two respects — 
thfl lifl&nifip^y ' j^'J^^L ^^^^'flfl thfiX^i^nder, and, the extent and 
viciousness of the diserimhiationslliey mate. If efflcii 

1 The reMonii for nnd n^Airttit public ownomhip of niilroa^h aro d«Ul 
in Ihd tMtimony of the writer l»«for« the todii^triiil Comiuuvian^ vuL. 
pp. 183-193, %^i~mQ. Prtisiiiii?rit RooscveU had the po**ibiHty of poblk 0» 
•nihip m mind when he flAid in hin metM^ge that we miut choone between lu 
iiMfeue or exiiting evils, or iDcreoMd Gorernmeot «ttp«rvislo&, or a 
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and injustice were essentially related, we might look with 
some degree of leniency on the evils of railway favoritism, 
though the wise would prefer justice even at the sacrifice 
€)f some degree of efficiency. But thtjre is no such relation. 
lEfficiency is due to national cliaiacLeristics and economic 
;Co!KUtions. In Italy I found the least eflSciency coexisting 
"with the greatest development of railway favoritism that I 
^discovered anywhere in Europe, while the German roads 
jure highly efficient and absolutely free from favoritism. All 
over Eui'ope shippei's and railway men assured me that no 
concessions could be obtained on tlie Gcnnan railroads, and 
that they were the best managed roads in Europe. The 
railways of Franco and England are less efficient than those 
of Germany, and are tainted with discrimination to a degree 
that is insignificant compared with the phenomena in that 
line over here, but is veiy emphatic when compared with 
the German standards* The pmss of Great Britiiin has for 
^years been holding up the management of the German rfjads 
as a model to be followed in England, and attributing the 
success that Germany is having in superseding English 
goods with her owtl in many leading markets to the efficient 
and far-sighted policy of her railway management- 
There does not seem to he any clear connection between 
efficiency and the form of ownersliip. The private roads 
of America are the most efficient ami the private roads of 
Italy ^ the least efficient I have examined. The public 
roads of Germany and Belgium, though less efficient than 
our private roads, ai-e more efficient than the private roads 
of Fmnce and England, In the same country, under like 
economic conditions, either private ownership or public 
ownership may secure the best management and most effi- 
cient service according to the stage of development. In 
the United States under existing political oonditioos the 

' The railwAja of Italy were operated bj private companies whoti I was 
there; amco then, in 1905, the Government has underiaketi the oporalion of 
ifhem. 
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managers of our railways have many facts on which to bale 
an argument that Government operation of railroads woniA 
he less efliuient than private operation ; and the fact that 
our adverse political conditioiLB are due in large part to the 
private ownership of public service nionoix>lies doe8 not 
destroy the whole force of the argunienU sine© our nngB^ 
bosses, party machines, spoils sptem, etc., are due in p«t 
to other causes. But wheiti public affairs can be manag^ 
with tlie purity and business sense tJuvt characterize ili€ 
railway managements of (lennany, Relgiuin, Denmark, 
New Zeahuid, and South Africa, there is equally UttJe rea- 
son to doubt that public opemtion is the more economii^al 
and efhcient 

Tlie low average freight rate in the United States is often 
adduced as conclusive i)i'oof of the efficiency of private 
management. Bui the average freight rate in Englanl 
and France is higher than m Germany or Belgium, 

If it is a valid argument to say that the low average 
fi-eight rate in the United States under private ownership 
proves the case tis against the higher average freight rat© 
under tlie public systems, then wliy is it not fail* to say tliat 
the higli rates in Great liritiiin and France under private 
ownership in their turn prove the ease for public ownershiji. 
The average passenger mte in the United States and in 
Great Britiiin is twice as high as in some of Uie public 
systems of the continent. If the low freight rate prov^^ 
the case for private ownership, why doesn't the low passea^| 
ger rate in Gennany and Belgium prove the case for public 
ownership? p.'helaatis that such comparisons of average 
rates prove nothing as to the management. T)lfference«« in 
the density of traffic, grades, cun^es^ length of haul, wages, 
capitalization, etc., enter as plural causes and make it i 
possible to agcertaift- the effect of the element under coi 
jiii»mtix)a. Mr, Fink found that the ton-mile cost vimcd 
eightfold on different lines in his own system* all under tlj<j 
same managera^nl — 1^^ ^yc.^\\\. mw^ \\\ ^uv* easea tluia 
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in others. In view of that fact, of what use is it to try to 
draw inferences from the average rate ? 

Underneath our low average freight rate there are not 
only vast massei* of low grade freight^ coal, iroa> lumber^ 
etc., on very long hauls, but a traffic of great density 
between the great cities, and innumemble discriminations 
in favor of big shippers and big cities. Local rates in many 
rural tlistricts are very high, almost bs high in some cases 
as in the old stage-coach days- Labor is more efficient in 
this country than in Europe ; for example^ it takes, accord- 
ing to Mulball, 2 men in England ; 3 in France or Germany, 
and 4.} in Europe on the average, to produce the same 
agricultuml product as 1 man in the United States. In 
manufactuius and construction work the mtios of efficiency 
ai*e nearly the same ; 1 man in the United Stiites does 
almost as much as 2 men in England, 3 in France or Ger- 
many, and 5 in Italy or Hungary. Again our Government 
subsidizes the railroads by paying very large sums for the 
carriage of mails, while in Europe the railways ai-e requii*ed 
to carry the mails free or for a very small payment. More- 
over our railway capitalization, though larger than it ought 
to be by the amount of watei'ed stock and fictitious securi- 
ties, is nevertheless considerably below tlie capitalization 
of European roads. In the United States, the railways 
were mostly built through a new country tliinly settled in 
comparison with Europe, and in many cases not settled at 
all. The right of way cost practically nothing as compared 
with the cost in Em-ope. The Government aided the con- 
struction of a number of giiuit systems by enormous grants 
of land and loans of money. Few roads were built tliat did 
not receive large donations from the cities and towns which 
they pass. And the abolition of grade crossuigs and other 
safety requirements in Europe entail vast expenses from 
which our roads ait? compai-atively free. 

If Government operation wei*e established in this country 
under good political conditions and I'easonable safeguards 
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that would secure efficient management, rates could be 
lower than they are now; for hundreds of millions that go 
for profits on watered stock, legislative and legal expenses, 
exorbitant salaries, competitive advertising, and agencies, 
etc., etc., would be saved. The abolition of free passes 
and freight concessions would permit a further reduction 
of the tariff; so tliat the published rates the general 
public would pay could be much lower, and even the ton- 
mile average would be somewhat lower tiian at present 



CHAPTER XXXV, 

HINTS FEOM OTHER COUNTRIES. 



JER>rAN\" tried privata railways for 25 years, and Austria 
tried tlieni over a quarter of a century, and they have tried 
the two methods side by side ever since the public system 
was organized. In New Zealand, also, and Austmlia the 
two systems have been tried side by side. And in eveiy 
one of these countries where they have thoroughly tried 
both systems the conclusion by an overwhehning^ cojisensus 
of opinion is that public railways sen^e the public intemstn 
bast, and also make lower rates and serve the people at less 
total cost. Switzerland, after a caref ol study of both sys- 
tems in various parts of the world, came to tlie same con- 
clusion, and her people voted 2 to 1 to transfer the mihvays 
to public ownership and operation. All this is very strong 
evidence, and if we turn from the tangled web of an inter- 
national comparison of averages and look at the principles 
and ( auses at work in tlio case, it will be clear that public 
ownei'ship tends to lower rates as well as to conserve the 
liigher wealth. 

In the same country and under similar conditions other- 
wise than in respect to ownerskip and control^ public 
ownership tends as a rule to make lower rates than jmvate 
o^Tiership, This tendency results from tlie fnndamentjil 
difference of aim between the two systems^ Private monop- 
oly aims at dividends for stockholders ; public ownership 
aims at service for all, A normal public institution aims at 
the public good, while a normal private monopoly aims at 
private profit. It serves public interest also, but sucli 
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Bervice is incidental, and not the primary purpoeeu It 
serves the public interest so long aa it runs along in iim 
fiame direction and is linked with private profit, but when 
the pubUc interest departs from or runs counter to tha 
interests owning or controlling the system, tiie public 
interests are subordinated. 

The conflict between public and private interest is spe- 
cially strong in the matter of rates. The mte-level that 
yields the greatest profit is much higher than the rate* 
level that affords tlie greatest service, or tlie greatest 
service without deficit; and since private monopoly aimi 
at profit it seeks the higher nite4evel. Public owneN 
ship aims at sei-vice, not at pro fit » and thei'efore gravi* 
tates to the lower rate-leveU where ti-affic and service ait 
greater.^ 

1 A few Ultutratioiii of the vigorous miinfier in which ihli law workj mt 
in practice may be of adrfLDtage here : 

The HuQgiLnati GoToromeot til a niagle stroke, ia 1889, reduced 8tat« ml* 
way fares 40 to 80 percent Austria and Proaeia have also made great redtic- 
tioni in railway charges, Belgium start'ed in the thirties with the very hi* 
rate of j of a cent on her public railways. In New Zealand and Anatalia 
also the Government amnagements have adopted the settled policy of ndacaf 
railroad ratea as fast as poesible. 

When England made the telegraph public in 1870, rates were lowered 90 
to 50 percent at once, and stfll further rednctjoas were afterwards made. 

When France took over the telephone tn 1889, ratea were rcdncod from |I 16 
to f 78 per year in Pam, and from $78 to $39 alaewhere, except in LyoiM, 
where the charge was made f5S,50, 

Private tnrn pikes, bridgea and canals levy anfflcient tolls to get what praflt 
may be possible ; hot when the same highways, bridgee and canala becoiM 
public the tolls are often aboltabed entirely, rendering snch ^icilitteii of trans- 
portatton free, and when chargea are made they are lower tluui the rates of 
privHte monopolies under similar conditions, and generally reach the T&aiihliiic 
fjoiiit aa soon as the capital is jMfcid off or before. 

When Glasgow took the management of her street railways in I89i, ^rm 
were reduced at once abont ns percent, the average fare dropped to about t 
cent!, and 35 percent of the fares were I cent each. Since then further i» 
dnctions have been mode, and the average fare now is little rnore than a cent 
and a half : over 50 percent redncUon in 6 years, while we pay the 5 cent faie 
to the private C0Tn{>anie8 in Boston and otbt*r cttiea of ttie UniUnl StatM tht 
> as we did 6 yean» a^u, inst^^ad of the S{ cent fore we would piay if the 
I pcrceutage ol redwclWu XvaiA iM:cuTi<i:^\w&t«i %jk W <aVia^w, 
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There need be no hesitation, therefore, on economic 
grounds about pressing toward the dominance of public in- 
terest, either in the form of regulation* or, when political 
conditions justify it, in the more complete form of public 
ownership. And this dominance of public interest is the 
only thing that can eliminate unjust discrimination and 
establish an impartial railway sei'vice. 

The State rfdhvays of Geimany, Austria^ Switzerland, 
Belgium, Denmark, and the Anglo-Saxon republics of 
South Africa and Austmlasia are absolutely free from un- 
just discrimination. There ai*e no complaints or suspicions 
on that score. Shippers know to a certainty that their 
rivals are paying the same charges that they are. Even the 
most strenuous opponents of public milways do not accuse 
them of favoritism. The railways privately operated in 
Holland, Denmark^ Sweden and Norw^ay, are also free from 
discrimination. Thorough public control, natural honesty, 
and lack of overwhelming temptation have combined to pro- 
duce a pure admininstration. In Prussia, the Government, 
strong as it was, did not succeed in preventing discrimi- 
nation on the private railways. President A- T, Hadley, 
of Yale, aiys : " Where tlie system of granting sj>ccial rates 
becomes deeply rooted a gi'eat mimy are giveu without any 
principle at all, through ihe caprice or favoritism of the rail- 
road companies and their agents." The revelations made 
before the Hepburn Committee, as to the practice of mil- 
roads in the matter of secret mtes were simply appalling. 
This is the most indefensible part of the whole system of 



According to Baker's M&niuil of American Wat«rwork«, the chai-g«6 of 
pmate water companies in the CDitod States average 4<*i percent oxceaR above 
Ihe rhargt!;^ of pciblir waterworkH for similAr service. In some states iave^ti- 
gation showji tlmt private water rate;^ are donble the public rates. 

For eommeruial electric lighting Prof. John R. Cuinmous says that private 
oompAnies charge 50 to 100 percent more than public plants. 

W^ coulii oH^er many other tlliistrutionH of the law that public ownership 
tenilB to lower rate^ than private monopoly, but this diflcussion maj be luffi- 
eiexit to iiulicfibe the complexion of the facta. 




810 THE HEART OF THE RAILKOAU PROBLEM 

milroad management. It is chjiracteristio that BianiArckv 
wlio always chose his righliiig ground with skill, made 
this uinain base of operations in his contest again8t priviite 
railroad pohcy in Prussia. The Prussian Cabinet in the 
iirgimii'iit for th« nationalization of the mil ways submitUxl 
Ui tlie Parhanient in 1879 niadt; the foUowing statement: 

'* Tlie principles of the publicity of the rates and the 
equal treatment of all shippers which are embodied in the 
railroad legislation of all euuiitries, iivc liable, as experience 
has shown, t^ bocircnmveiited on account of the competing 
interests of the railromls^ and also by individual intezieiBtB 
which have influeni'e with the managements. The gmntr 
ing of these secret advantages in transportation in tlie m^jst 
divei-sified waj^s to individual shippers, and in particular 
the so-called rebate system, is the most injurious misuse of 
tlie powers giunted to railroad eorporations* It rendcn» 
government control of mtes impo^jsihle, makes the compe- 
tition lietween the different luies, as well as that of the 
lippeiB dependent on thani^ dislionomble and unfair^ 
'carries corruption among the railroad employds, aiid leads 
mure and moi*e t^> tlie sulxmhnation of the milroad manage^ 
nient to the special interests of certain powerful cliques* 
It is the duty of the government to oppose tliis evil, to up- 
hold the principle of the cc4ual treatment of all shippers^ 
and to enforce the legislative reguhititjns on this subj^nit 
The importance of tliis problem is only equalled by the 
diihculty of its wjlution/' 

The problem was not solved till the milways were 
nationalized, and then discrimination disappeared coimJ 
plctely. I was not able to find a shipi>er in Ciermany nd^^ 
anywhere in Eurojic who knew, or had heand or had even 
a suspicion, of the granting of any rebate or concession of 
any kind by the German roads. Many of them did not 
stop with negative stutements but asserted positively that 
concessions could not be obtained. The nearest I came 
in my seaitik tot a Qitimviii Ixam^ >»i^aA IW discovery of 
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an EugEsb-Italian fraud on the German roadjs. Leading 
business men in Italy told me that while they could get 
no concessions from the German roads directly, they could 
do it indirectl}^ on transcontinental shipments by means of 
a trick of the English tmffic managei-s. They made their 
bargains with the English manager, and he would pay a 
fictitious claim for damages in transit, and then wiite 
the German office that he piid so much for ditmages to 
the goods and that as it was not known in what p\rt of the 
journey the goods were injured the German system must 
stand its part of the loss. They have to resort to I'nmd U> 
get a discount on the German railways. The principal 
motives to discrimination ai*e abs^ent and the dangei's to 
the guilty otiicial are very great. His employers, the mil- 
way management, and the Government back of it, ai*© 
unalterably opposed to the granting of unjust favors t-o any 
sliipper. If a traffic man should depart from the path of 
impartiality the public examiners would be certain to find 
it out, and the traffic man would lose his job. The rail- 
wa}^ management is in tlie closest t^iuch with the people 
tlu'ough the local and national councils repi*esenting com- 
mercial bodies, hil>or, manufacturing, agricultuml, and other 
industrial interests. The law retjuires the railway man- 
agers to consult these representitive councils^ and their 
recommendations as to rates, time-tables, and otlier mattei-s 
of public interest are carefully considered and acted upon 
so far as reason al>ly ixjssible. 

In France the first railway manager I asked alx)ut secret 
discriminations said : '' There is no such thing in Fmnce* 
The criminal law is very severe and it would mean impris- 
onment. There were complaints of favoritism a dozen 
years ago, but there have been none in recent years." 
Other railway men told me substimtially the same thing. 
But veiy different ideas were expressed by representatives 
of shipping interests and othei-s. Here are some of their 
statements : '* The railixmds hold manufacturers and raer* 
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allow a rebate toJtr§dsgwhose annual tonnage ^mddd 

The English law does not object to the pajHng of a com- 
mission on a large amount of traffic provided the same 
discount is given to all shippers who attain the stated 
volume of business, but a higher commission to one big 
shipper than to another big ship{)cr is vigorously repreaead, 
A case of this kind was decided by the Itailroad Commis- 
sion in 1901. The court found that tlie Midland Railway 
had given Ricketfc^ Smith & Company, coal dealers, ;i 
eiTuee of \ of one percent in rebates on their annual : 
account, and it enjoined the milway and allowed datn i^- 
to the complaining sliippers. Some 75 suits were ei' 
by diffei^ut shippei-s for Uiis one cause. In the 
report 28 cases ai'e listed i^ehiting to discrimination in 
brewery tmltic, and IG other applications for injunctions 
against undue preference in res^ject to facilities, mtes 
coke, brick, flour and grain, and other commodities to o^ 
tain shippens or particidar pla(*es, and one refjuest fr 
tlie Inverness Chamber of Commerce for an oitler enjoii 
ing the milways from selling season tickets to big shippen* 
(with a trailic worth $1,200 to fr>,000 or more a year) at 
lower rates tliaii tliey will sell them to oiJinary passengi»i 
This last application was dismissed by the court. Englj 
does not object to premiums on volume, provided 
sliippers of e«inul «ize receive Uie same trcatuient. Tliac 
the principle tlie Trusts believe in ; if vigorously worketl 
the principle is a [Miwerfol trust builder. 

The English Commission has i>ower to enjoin undj 
preference in mtes or facilities and give damages for 
same, to fix reasonable chaiges in some cases, and to or 
rates increased since the revision of 1892 to be reducer! 
the pi-evious level on proof of uni'easonableness. 

In the last report at hand* dati^d 1903, and rehitiri;^ lo il 
year 1902, there are 270 odil cases, 95 of wliicli chai^ 
undue preference, and as these matters come first before 
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the Boaid of Trade, which does not grant an appeal to the 
Commission unless it believes there is cause of action, the 
probability is that all or nearly all of these applications are 
based on a real discrimination. ^ It appears that 72 of the 
suits are for damages growing out of the Rickett rebate 
case ; the rest are scattering. A few examples will show 
their character: 1. AppUcation for onler enjoining rail- 
ways to desist from undue preference to complainant's 
competitors thit)ugh rebates on flour. 2. For injunction 
against railways granting preferences to the firra of Leethan 
& Sons on their tniffic. This case wivs tned, the prefer- 
ence found, and the injunction granted. 3, Undue pref- 
erences to certain manufactni'ers of pig iron in the rates 
on coke. 4. Undue preference to a certiiin shipping com- 
pany through superior facilities and tower rates than were 
given to othera on the same goods and the same routes. 
Case settled before trial, 5, Undue preference to Corral 
& Company by rebates on coal to certain stations while 
refusing to make the same allowances to other shippers. 
6- Charging higher mtes than E. on coal to the same 
point. Case tried, undue preference found. 7, Refusal 
of allowances for cartage made to others. 8. Refusal to 
supply cars in due proportion. 9. Preference of compet- 
ing millers and subjecting traffic of applicant to undue 
prejudice. 10. Preference of brewers at Burton and Lich- 
field by low rates and terminal allowances, 11, Prefer- 
ences in favor of brick-makers in Nuneaton and Tam worth 
by assessing the weights of their bricks lower than the 
bricks of complainants, 12. Allowing 93 cents a Urn for 
services in loiuling and unloaLling, etc., and refusing similar 

^ The flixteenth annual report of the Commuston, dated 1905, And cove?* 
iug the year 1904, has come ja»t in time for a note before the galleys are 
made ap into pages. Of the 103 Buits eutcred before the Comtnlaeioii iu 1904, 
about a (joarter (35) relate to imduc preference, rebates, refusal or eeglect to 
a^ord such reasonable faoilitiea ha were accorded to othera under similar 
eircaaiatances i and moAt of the other cases, cliarging ujireaaonable rates, etc»» 
were reallj based on some element of imju^t discriinination in one form or 
another. (See Appendix li.) 
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allowances for eimilar services by other shippers, 13. Un- 
due piieference through higher rates on coal for domestic 
use than on coal for export, etc. 

The English Railway Act of 1888 provides that ^^no ndHfl 
way company shall make any difference in the tolls, rauPV 
or charges made for, or any difference in the treatment of * 
home aud foreign merchandise, in respect of the same or 
similar services." But this part of the law has been 
constantly and vigorously violated as we shall see in a 
moment. The main aim of the English Government has 
been to keep the railways from lifting the rates or over- 
charging, and it has carried this to a point wliich, with the 
strenuous provisions against gmde crossings and in respect 
to fencing and other safety" measures, Ims gone far to dis* 
courage English railway development (Ti*^ companies 
submit classifications andjcliedulea oijnaxiintt«i-cales and 
charges loTIie Tioai'd of Trade, which hears all objections 
and tries to arrive at an agreement with the^mpanies. 
The agreed tariffs^ or, in cases where no agi^ement i& 
reached, the tariffs the Board thinks ought to be adopted, 
are embodied in Bills, introduced to Parliament, and after 
hearing if need be enacted into law. Thus Parliament 
enacts a tariff of maximum charges, and tlie law forbids 
discrimination, and *' whenever it is shown that any rail- 
way company charges one trader or class of traders, or the 
traders in any district, lower tolls, rates, or charges for the 
same or similar merchandise, or lower tolls, rates, or 
charges for the same or similar services, than they charge 
to other traders, or classes of traders, or to tlie tmders iu 
another disti-ict, or make any difference in treatment in 
respect of any such trader or traders, the burden of prov- 
ing that such lower charge or difference in treatment does 
not amount to an undue preference shall lie on the railway 
company," The long-haul abuse is met by a provision 
free from any ambiguous '^similar circumstances and con- 
ditions*' clause, **The Commissioners shall liave powiur 
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to direct that no higher chaise shall be made to any person 

for services in respect of merchandise carried over a less 
diatance_ than is made to any other person for similar ser- 
vices in respect of the like description and quantity of 
merchandise candied over a greater distance on the same 
line of mihray.*' Section 31, provides tliat if any person 
believes a railway is making an unreasonable charge, or 
treating him in any respect in an oppressive or unreason- 
able manner jie may rtnmplain tf> t he Boa rd of-Irade^ which 
shall endeavor to settle the difficidty by Qonciliation and 
arbitrati pn^ If this is not possible, and the case comes 
within the jurisdiction of the IJailway Commission the 
Board w ill give the plaintiff a certifieateT« Eke the matter 
before the Commission for adjudication. Under Section 
1 of the Act of 1894 corapkiints may be made of the 
unreasonable increase of any rate, directly or indirectly, 
since December 31, 1892, and if the Board cannot effect an 
amicable settlement the complainant may submit the case 
to the Railway Commission for judgment. Some North- 
ampton traders at once began proceedings under this law, 
and after 2 years of litigation at a cost to the plaintiffs 
of $10,000 they got a verdict, but the companies decHned 
to accept the case as a test, so that any one who feels 
aggrieved by an excessive rate must spend the time and 
money necessary to carry his case through the Com- 
missioners' Comt to a decision. 

The Board of Trade reports to Parliament evei3p4ew 
years all the complaints presented to it and the disposition 
thereof. By the last report at hand, issued in 1902 and 
covering the years 1899, 1900, and 1901, it appeals that 
nearly 3,000 complaints (2,946) have been filed from 1888 
to 1902, — 2,032 related to " unreasonable increase of rates " 
mnce 1892, and in lOl of these cases, when no amicable 
settlement could be made, the Board gave certificates of 
appeal to the Commission, but only a few of the com- 
plaints were carried up. Complaint of eroessive rat^a 
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(not cases of increase) numbered 423, 88 of them in 
the last 3 years reported : higher charge for shorter dis- 
tance than for a longer haul on the same line, 66, 11 of 
them in the last 3 years ; disproportionate rates, or higher 
charge for a given distance on one line than on another 
157, 37 of them in the last 2 years ; and 268 miscellauieoas 
cases, 95 of which were entered in the last 3 years. About 

4 percent of the complaints relate to canals, the I'cst are 
railway cases. It takes 50 lai-ge pages to stat-e the 325 
compkints entered in the last 3 years* A very large part, 
practically all in fact, are either in form or in substance, 
cases of discriraioation; even in complaints of excessive 
rates the gist of the charge is usually that the rates com- 
l>lained of are excessive as compared with other rates 
the companies make.^ 

A few further concrete illustrations from recent yeai^s 
may be of interest. 1. Refusal of fi'ee cartage to a manu- 
facturer though another mill further away had the benefit 
of free delivery, 2. Refusal of allowance for loading, etc*, 
on private siding though such allowance was made to a 
rival firm, 3. Rates on coal from mines at Leigh and 
Abram to Wilmington, 26 miles, were 50 cents a ton 
against 42 cents from the mine at Haydock, 29 miles, 4. 
Complaints of delay, insufficient facilities, etc, 5* Four- 
teen complaints of inci-eased charges for conveyance of 
small parcels in freight-train transportation iind that com- 
panies were not following a decision of the Railway 
Commission. One of the complaints on the ground just 
stated was filed against the railway's generally by the 
Co-operative Wholesale Society wth practically 10,000,000 

3 While this tiook is on the press, the eighth report* cOTeriiig 190S a&d 
1903, bus como to hand. More than half the ISO uew complaints filetl in thi 

5 years directly relate to questions of discrimination^ — undue prefensuce* 
rehate», denial of facilities accorded to others, excessive charges ns coniftjurd 
with other rates, etc., oDd nearly all the 180 cases iuvoIir« dL»crimmatiuQ 
dtrectljr or tndirectlj. (S6« Apjiendix B,) 
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people back of it in interest and sympathy. The com- 
paniea ^e^d8ed the schedule and reduced the rates. 6. 
Refusal to grant complainant the same facilities for ware- 
houeing traffic as are granted to their competitorB, The 
Board succeeded in removmg the preference ^vithout trial. 
7. A rate of $11.25 on india-rubher goods from Birmingham 
to Newcastle-on-Tyne against 88.95 on the same goods 
intended for export, 8. One tshipt>er stated that he was 
charged $9.75 for a carloail of coal (6 tons) from Cork to 
Baltimore, while the Baltimore Fisheiy Schools were 
charged only $5.10 for the same service. After tlie usual 
correspondence by tlie Boaiti of Tnide the matter was 
settled by the railroads agreeing to give ttie plaintiff the 
same rate as the Fishery Schools. 9. Another shipper 
alleged that since he had sent liis traffic from Methven via 
the North British route from Perth instead of the Caledon- 
ian, the company had delayed his traffic at Perth while 
other tratfic was sent on ; that the company had deprived 
him of the use of facilities formerly enjoyed, and had 
stopped his credit. This reads almost like an American 
case. 

The long and short haul cases also remind one of home 
in about the same ratio tliat a raspberry bush reminds one 
of a full grown oak. Both personal preference and the 
long-haul discrimination are compai-atively rare in England. 
The greate^st resemblance to America is in the rates on 
imports. The English railway manager has as good an 
appetite for foreign goods as any American manager, and 
in this matter the law does not tie him up as it does in so 
many respects with its maximum rates and large discretion 
in the Railway Commissioners to prevent excessive rates 
and undue preference. Foreign linen goes from Liverpool 
to London for $6.10 a ton while home liiien pays $9.25 or 
60 percent more. Foreign woolen and worsted goods are 
carried from Manchester to London for S6.10, against 
i9J5 or 60 percent more for Engliah goods. ForeiigjL 
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timber travels ivom Hiirtlepool to Wimeaton for $3*12 a 
ton while EngliBh timber pays $7,50 or 130 percent more. 
English dressed meats from Liverpool to London S12.50 
a ton, American meat $6.25, just half the home charge. 
American cattle slaughtered at the whai'f in Glasgow, 
$11.25 to London, home beef, $19,25, Cheese goes all the 
way from New York past Chelfoid and other English 
stations for lefis than the rate from those stations to 
Loudon. 

" Foreign hops are conveyed from Boulogne, via Folke- 
stone, to London at $4.37 per ton, while the charge from 
Ashfordy on the game line of railway and much nearer to 
London, is $8.75^ — or just twice the amount for about half 
the distance, , . . Tlie rates for imported butter, cheese, 
bacon, lard, and wool from Southampton Docks to London, 
distance seventy-six miles, is §1.50 i>er ton. From Botley 
in the same county, and a similar distance, the rate for all 
these goods is $4.80, or 219 percent more than for foreign 
stufif. The difference in rates between Soiithampton Dock 
station (foreign) and the Southampton Town station 
(home) is as follows: Hojjq SL50 and $6; apples 81.25 
and $3.22; pres.^ed hay $1,25 and $2.50; eggs $1.66 and 
$5, Further, Pmfessor Hunter sliowed that while French 
fmit is charged at the rate of 4J cents per ton per mile to 
London by the South Eastern, the same company charge 
Kentish farmers 11 cents per ton per mile, or moi*e than 
double."* The London ThiuB declares that " there are 
no arguments within the mnge of human ingenuity that 
will convince a Sussex hop-grower of the equity of an 
arrangement by which foreign hops are brought fn:)m the 
other side of the Channel for less than he has to pay to get 
across Surrey, , • . For nothing can shake the belief of the 
home producer, and in our view nothing ought to shake it, 

* From the Progreimive Revkuf, ToL II, do. 1 1, pp. 441. 442. wh&tm m nnm" 
fier of facts rel&ting to import mtw ftre oondenaed from the toetimony before 
rarlinmentary coiiiiiull««a. 
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in the argument that if these low rates pay the companies, 
he IB shtimefuUy overcharged, while if they do not pay, he 
is still overcharged to cover the loss and bring up the 
average.'* 

It is evident that England is far from being free from 
imfair discrimination. A system of maximum rates, with 
penalties for undue preference, and a commission able 
to countermand an unre^isonable increase of rates, is not 
sufficient* 

In Canada a railway commission of three appointed by 
the Governors in Council for ten years (but removable at 
any time by tlie Governors in Council for cause) has all- 
solute power over rates, classification, speetl, safety appli- 
ances, etc.^ The railways may submit tariffs, but the Board 
can approve or disapprove of them in whole or in part, and 
prescribe such rates and classification as it deems best, and 
the railroads cannot charge either more or less than the 
rates authorized by the Commission. All undue preferences 
between persons and localities in rates or facilities is for- 
bidden, but ** the tolls for larger qnantities, greater num- 
bers, or longer distances may be proportionately less than 
the tolls for smaller quantities or numl^ers, or shorter dis- 
tances, if such tolls are, under substantiaUy similar circum- 
stances, charged equally to all persons. The Hoard shall not 
approve or allow any toll, which for the like description of 
goods or for passengers, carried under substantially similar 
circumstances and conditions in the same tlirection over the 
same line, is greater for a shorter than for a longer dist'ince, 
the shorter being included in the longer distance, unless the 
BoArd is satisfied that, owing to competition, it is expedient 
to allow such a toll." T he bur den of proof is on the com- 
pany to show tliat any difference ol treatment does not 
amount to an nnjnst discrimination. And ** the Board may 
determine, as questions of ftiet^ whether or not traffic is or 
haa been carried under substantially similar circumstances 

» S«« "The RaUwmy Act " \WA. 
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and conditions, and whetlier there has, in any case^ been 
mijust discrimination, or undue or unreasonable preferenc 
or advantage, or prejudice or disadvantage, within tk 
meaning of this Act, or whether in any case the compmj 
has or has not compHed with the provisions of this and 
the last preceding section ; and may by reguhition decl 
what shall constitute substantially similar circumst 
and conditions, or unjust or unreasonable preferences, ad-^ 
vantages, prejudices, or disadvantages within the meaning 
of this Act, or what sliall constitute compliance or non 
compliance with the provisions of this and the last yji 
ceding section relating to discrimination, long-haul,'* et 
\^o Supreme Court rulings can knock eutthis Conr 
for it has clear authority in the law to interpi-e^ iLb ^.^ 
sions as it deems best, to accompHsh the purpose In vien 
Whether tliis law will wT»rk well or ill is not yet apparent. 

In iJoH^d, where the railways ai^ o\nied by the St 
and operated by private companies under lease from thd 
Government, the Ministry assured me that, unfair di 
nations between persons and places do not ejdsts and I hav^ 
every reason to believe they are right. The Pi*esident 
the Government railways in Denmark said: •t-Xhere 
nQ_jiiseriminations either on the public or company rail^ 
roads. It would not be possible to give such" favors it 
Denmark." And in reference to my description of soniC 
of the American methods of favoritism, he said that nothing 
of the kind had been attempted ; and if it should be, eve 
one concerned in the transaction would be punished^ and 
the guilty officials would lose their positions. 

Railway men and publicists of Norway and Sweden tel 
me that there is no discrijnination. It would not lie per-l 
mitted. There are no provisions against it in the 
Notliing of the kind has ever been known. 

A liigh official of the Japanese Government^ whonT 
met in this country a few months ago, said in answer t<i 
a question in which I stated some of our discriminatioi] 
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methods, large and small : " The government fixes maxi- 
mum and minimum mtes, and the companies are free be- 
tween these limifs, except that the Minister keeps control 
sufficient to compel fair rates if the companies should try 
to discriminate or otherwise make unjust rates. We have 
had nothing Like the Beef Trust or Standard Oil discrim- 
inations you describe, nor any personal favoritism in 
rate-making, but the government means to prevent the 
possibility." 

The railways of New Zealand are not troubled with 
complaints of discrimination, nor those of New South 
Wales or Queensland or Victoria. And in these boiling 
and bubbling republics, if there were the slightest sus- 
picion of a reason for attacking the Government manage- 
ment on this ground, it would be done by the political 
opponents of the administrations. South Australia has 
hiid one case of alleged favoritism, TJie complaint was 
that the Railway Commissioner gave a reduced rate on 
carload lots of certain goods to certain points, to meet 
water competition- A sliipper, desiring to send his goods 
at low rates in the opposite direction, asked the Commis- 
sion to give him a reduction equal to tliat accorded on 
the traffic above mentioned. The Commissioner said he 
would give the same reductions if the shipments were 
made in carload lots. The complaining shipper coidd 
not do this, as his trade was not sufficient. The matter 
was brought before ParUament, and Parliament sustained 
the Commissioner. The Parliament of each of these repul> 
lies acts as the people^s board of directors of all public 
works, calling the managers to account; and any member, 
from the remotest rural district, can ask the Ministry and 
the railway management any question he chooses, and 
compel full disclosure of the facts. Secrecy is practically 
impossible. 

The Government railways of Natal and Central South 
Africa are equally free from secret concessions and favor^ 
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itisms of every kind- In talking with the manager of the 
Central Scmtli African Government railway, I explained 
the nature of the favors granted to the big shippers in the 
United States, using the Beef Trust, Salt Trust, Oil Trusti 
Fuel Company, etc,, as illustmtions, and said : " Suppose a 
big concern tried to get special rates or concessiooB of some 
kind on your railroads, and made a secret agreement with 
the railway management ? " 

"They could n't do it" 

" Why not ? Human nature is the same in South Africa 
as in America, Sup[K>se they made some traffic man a part- 
ner in their profits or brought pressure enough on him in 
some way to get a concession ? ** 

" It would n't be possible/* 

"Well, why? Suppose it were possible, what would 
happen ? " 

'' The Government auditors would find it out, .^odjiha^ 
nianagej would lose his jx)«ition.*' 

** Could n't be cover up the thing?" 

" Not for any length of time." 

*^ The people would have a fit if anything like that 
attempted," said a member of the manager's staff. 

'* You have no attempts to secure preference, then ? ' 

*' No it is not even attempted." 

If those who employ and discharge the traffic manage! 
desire discrimination or aim at results which can lie foij 
warded by discrimination, then discrimination will exi 
unless the public control is strong enough to keep the bi^ 
shipper and the people in possession of the railroads from 
carrying out their purposes. 

If, on the other hand, those who employ and dischar 
the traffic men are sincerely opposed to discrimination 
aim at results that csm only be secured by just and impa 
tial management, then the tiiiffic man who is guilty 
favoritism will Iqsa Itis 4^b#-and the utmost ix>ssit 
discoumgeflient Ts put upon unjust discrimination. 
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Once more the vital conclusions seem to be, the necessity 
of tlie dominance of public interest, and the value of being in 
possession or having your own servants in possession instead 
of merely giving orders to the servants of another in posses- 
sion who may or may not obey, and who are in no danger 
of losing their positions by disobeying you and may gain 
greatly by it — the value of having public interest at the 
helm to steer the vessel in a safe course, instead of keeping 
private interest at the wheel while public interest stands on 
a steam tng with a big whistle and shouts orders througli 
the fog to the steersman on tlie passenger liner who is more 
than half inclined to steer the ship as he pleases, and gets 
his pay and employment from men who do not wish the 
public orders carried out, and whose instructions vary 
widely therefrom. You cannot expect tlie servants of 
others to obey your orders as well as your own servants, 
especiaUy if the said servants of othei-s are employetl by 
persons whose interests ai-e largely contraiy to your own. 
Neither can a commander be as sure of ^vinning a victory 
at the head of an army trained in the camp of the enemy 
owing allegiance to them, and constantly I'eeeiving orders 
from them, as he could at the head of his own proper troops.* 

Is it fair to try to control in your own interest property 
that does not belong to you? It is fair to try to exert 
sufficient control to secure impartial treatment of jiersons, 
places, and industries ; but ean this lie done without fixing 
rateSy and if this is resoiied to will it not result either in 
squeezing the life out of railway enterprise or in a vicious 
struggle for mastery with new evasions of law and further 
intensification of political evils, and corporate control of 
Government ? You will either deprive the owner of the 
right to determine the price at which the product of his 
plant shall be sold, thus controlling his profit and sapping 

» Thifl and other phaies of the problem relating to the comparison of pri- 
rate managemeDt^ ^T«niineDi; control, and government ownership, are more 
fully dealt wiih in *'Th© Railway*, the TrusUi and the People " by the same 
author. Oct 1906, £<)a]ty Series, 1520 Chestnut St., Philadelphia, 
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his energy and iBcentive, or you will put a premium on 
political corruption by making it necessary for the railroBd 
owner to control the Government in order to control his 
business and its profits. You will check the development 
of railways and drive capital into industries where the 
owners are free to fix prices, or you will check the move- 
ment toward political purity. Public control in some foriHH 
is absolutely necessary in order to safeguanl the publi^H 
interest. The only question relates to the form and degree- 
Is effective and adequate public control of transport, with 
tlie unity, freedom, and hearty coK>peration that sliould 
characterize all business ventures, possible without publ 
ownership ? And if not, is n't it true that the econoi 
and govermuentiil changes necessary to make public owner* 
sliip safe and successful constitute the essence of the 
ultimate railroad problem? 

If the milways were ujuted into a national system 
under a great leader like James J, Hill, or A. J* Cassatt, 
free to operate the roads on business principles, untram- 
melled by the spoils s^^tem or any political control, backed 
by a public interest that would not tolerate favoritismf 
partyism, political influence or graft in any fcirm, working 
with public aims and public motives instead of private 
limB and motives, managing the roads for the whole people 
as stockholders instead of for a small part of the people aa 
stockholders, paid, in common with the whole body of 
employees, on the basis of a fixed remimcmtion plus aa 
additional compensation proportioned to efficiency, and ill 
constant consultation with local and national councils rep* 
resenting commercial, manufacturing, mining, labor, and 
agricultm^l organizations and interests, we should have a 
railway system and management whose efficiency would 
astonish the world, whose methods would bear the light* 
and whose administration would be an honor to twentieth* 
century civilization. 
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A. — THE COAL CARRYING DECISION, U. S. 
SUPREI^IE COURT. 

SmcE this book was put in type the United States Supreme 
Court has sustained the Interstate Commerce Commission 
in an important suit brought by the Commission against 
the Chesapeake and Ohio Railroad, and the New York» 
New Haven and Hartford Railroad under the Elkins Act, 
The Chesapeake and Ohio agreed to deliver at New Haven 
60,000 tons of coal at an aggregate cost which, after de- 
ducting the market price of the coal at the mines and the 
cost of transportation from Newport News to Connecticut, 
would leave the Chesapeake and Ohio Railway only about 
28 cents a ton for carrying the coal to Newport News, 
while the published tariff was fU5 per ton. Suit was 
brought by the Interstate Commission to enjoin the carry- 
ing out of this contract The Government challenged the 
right of an Interstate carrier to perform a contract to sell 
and deliver merchandise (coal) whenever the price to be 
received by the railway is inadequate to cover its actual 
outhiy, plus the published freight rates, upon the ground 
that the actual result would be discrimination and failure 
to collect the publislied tariff, in violation of the Interstate 
Commerce Law, The answer of the railway company was 
in effect that it charged the full rate for tnvnsportation, but 
sold the coal at less than market rates, at a price in fact 
wliich involved a loss, and that special circumstances jus-j 
tified it in so doing. The companies maintained that, wbe 
acting in good faith, they had^ as dealers, the right to mdkk i 
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contracts at a fixed price for Bale and delivery extendi]] 
over a series of years and then go into the market» buy the 
nierchandiHe, and deliver it at destination, notwithstanding 
that what they received therefor might not be sufficient to 
yield them a net sum equal to the published freight rate, 
according to which shippers generally were charged. 

In a strong decision rendereil February 19, 1906^ the 
Supi^nie Court upheld the contention of the Government, 
dechring tliat a carrier cannot deal in the goods it carries 
in Buch a way as to evade the provisions of the Interstate 
Commerce Act, and therefore a railway cannot buy and 
t^i*l\ and underbid other owners of similar goods who are 
dependent on the railroad for tlie tiTinsportation of tlitii 
goods to market. *' The existence of such a power woald 
enable a carrier, if it chose to do so, to select the favored 
persons from wliom he would buy and the favored persom 
to whom he would sell, thus giving such persons an ftdvan* 
tage over every other, and leading to a monopolization in 
the hands of such persons of all the products as to which 
the carrier chose to deal. • , • Because no express proliibi- 
tion against a earner wlio engages in interstate commerce 
becoming a dealer in commodities moving in such commerce 
is found in the act, it does not follow that the provisiooB 
which are expressed in that act should not be applied and 
be given their lawful effect/* 

The Court quotes an English case. Attorney Geneml t^. 
The Great Northern Railway, in which the Vice-Chancellor 
decidetl on common-law principles that a railway could not 
deal in coal because such dealing was incompatible with 
its duties as a public carrier and calculated to inflict injuiy 
on tlie public. 

The decision is important, and the railways, it is said, 
have aln*ady b'gun to part company with their coal mine*. 
But it must not be expected that tlie evil at the bottom of 
this case can be so easily eradicated. It will be a simple 
matter to put the coal mines in the hands of special com* 
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panies controlled by the same men who control the rail- 
ways, and the coal company and the railway can together 
continue to do precisely what the railway alone has been 
doing in the double capacity of dealer and carrier. 

Within a week of its decision sustaining the Commission 
in the coal-carrying case, the Supreme Court has reversed 
the Commission and the Circuit Court in the orange rout- 
ing case* In 1899 all the railways of Soutliern California 
fixed a through rate of $1,25 per hnntlred on oranges fi^om 
California to the Missouri River and the East, reserving 
the right to route the freight. The Fruit Growers Asso- 
ciation complained of this as depriving shippers of their 
right to route their shipments and as \irtually constituting 
a pooling agreement or combinatirm in ^dolation of the 
Interstate Act, The Commission and the Circuit Court 
sustained this contention, but the U, S. Supreme Court has 
now (March, 1906) sustained the railroad plea that they 
have a right to fix thmugh rates on condition of detennin- 
ing the routing themselves. 

B. — REGULATION OF RATES. 



Fn the Boston TranscTipt for February 24, 1906, Presi- 
dent Iladley, of Yale Univereity, criticises the Hepburn 
Bill because it makes 'Uhe decision of the Commission it- 
self final on all questions of fact/' and he predicts that if 
such a bill is enaeted into law it will be a failure, although 
he does not believe it practicable to obtain a better measure 
now. 

President Hadley bases his prediction of failure on his 
interpretation of the experience of England. He says 
that the English Railway Act, 1873, " had many points of 
resemblance to the Hepburn bill. It provided for a com- 
mission which, besides ascertaining the rates charged by 
railroads and making reports to Parliament concerning 
their management, should also be empowered t/a vsxx^%^- 

22 
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resulted from the investigation of 1882, quoted by Hadley) 
distinctly provides in section 17 that **no appeal shall 
from the Commissioner!* upon a question of fiu'^t," Sul 
to this provision an appeal was given to a superior court 
of appeal, the change Wmg that under the oltl law the case 
went up on a st&itenient by the Commission, which could 
therefore itself detennine what were questions af lawa&d 
what were questions of fact, while under the new law the 
caso went up on the record and tlie court above determined 
what questions of law were involved. But the new law i» 
exactly like the old in making the judgment of the Com- 
mission final on all questions of fact 

The truth is that England never attempted anjihiiig 
like the system of regulation emlx)diefl in the Haphttm 
Hill; never delegated to any commission the power to fix 
reasonable rates or make reasonable regulations in place of 
rates* or regulations found on complaint and hearing to 
unjust, but she has done and continues to do the o^ 
thing that President Hadley gives us to umlerstand she 
, has triefl and ul)andoned, vix., the intnisting of powder to a 
Railway Commission to render final decision on questioni* 
of fact 

In the Transcript of April 1, 1905, President Hmlley 
says he ** urged that a single hearing in the railroad court 
M^as better tban two sucoessive hearings by two different 
kinds of iKHlles. Mr. Hepbums committee desires to avoid 
the <iouble hearing, but it undeiiakes to do it by eliminat- 
ing the court instead of the Commission* There is resAOii 
to fear tJiat this plan will not work." 

That may be true. There is i^ason to fear tliat no plsn 
for government control of these giant intereata will work 
so lung as the o^^nership is divorced from the said *■• 
Aa stated in the text, one of the ablest and most hoii< 
of our raili-oad presidents* in answer to my question as to 
what would happen if the Interstate Comuiifsion wc« 
Ideally gweu yoNVfei lo ^ iNk.\te&> Tfe^^sssL, *' The Gommismon 
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would have to be ecu trolled, that's all.'* And when I 
quoted this to one of the leading memljers of the Inter- 
state Commission his comment was, '' I always said the 
railroads would own the Commission as soon as it was 
worth owning*" 

Even witliout owning the Commission the railroads can 
block it pretty effectually by secret practices, extensive 
forgetfulness on the witness stand, persistent persecution 
of shippers who make complaint, cunning evasions, and in- 
terminable litigation. It is quite likely the proposed regu- 
lation wUl not realize what is hoped for from it^ but we 
cannot predict sucli failure from English exjierience as 
President Hadley does when he says, **The history of 
English railroad regulation show^s that a similar measure, 
passed under closely analogous circumstances, fiiiled to do 
the good which its advocates expected. Tlie same failure 
is likely to be repeated in the United States." Tlie Hep- 
burn Bill m its scope and directness is very tlifferent from 
anything that England has attempted^ It is quite likely 
that England may try some more vigorous measure than 
she has yet adopted, but in spite of all her efforts at regu- 
lation Mr. W. Ai. Acworth, the classic railway wTiter of 
England from the railway standpoint, corresponding to 
President Hadley in tliis country, told me a few months 
ago that dissatisfaction with tlie railway situation is so 
great in England that **9 out of 10 would vote for public 
ownership of the roads if the question were submitted 
to-morrow." 

The general failure of regulation in England to accom* 
plish what was expected of it, nmy suggest a broad con- 
clusion as to this country, but a specific conclusion from 
any parallel to the Hepburn Bill is not possible, because no 
such parallel has been tried. 

President Hadley thinks one hearing is enough, provider' 
it is a hearing before a court> not before tlie Commi«» 
Like the railroads, President Hadley has no use for th€ 
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mission. The reason perhaps is the consoious or SQbcoii* 
scioua appreciation of tlie fact that rate-making involves t 
vigorous admmutrative elemenU wliich the ComraiMion haa 
shown a teiickmcy to use witli great effectiveness, while a 
body constituted as a court, hj its very nature and tmditiom, 
is loath to exercise administmtive power or in any way 
disturh its exercise by the comfianies except on the clearest 
kind of pTOof of tlie adequacy of the new rate or conditioQ 
proposed, which cannot in many cases be obtained at all 
except by bona fide trial of the new rate or regulation, 
since a nite that is even below the present operating cost 
may develop traffic enough to give it ample justification. 
Courts do not like to trust to future proof. If rates do 
not seem juBlifietl on existing facts as shown by aecountit 
presented by the companies^ tlie courta are apt to turn tlie 
new niles down without a trial, as tlie Unittnl States Su- 
preme Court did in the Nebmska case when the law of that 
State fixing rates on local traffic was declared unconstitU' 
tional The companies made the division between through 
local costs to suit themselves, and the Court not only 
accepted their figui'es, but neglected to take into account 
tlie fact that lower rates might easily devt^lop new tniflio 
enough to cover the slight additional margin needed even 
on the companies* own showing. 

President Hadley Biiyn : " What the United States needs 
is an act under which the Commission will take pjiit in the 
making of tariffs and give effect to the public interest in 
the geneml questions of railroad management, leaving the 
specific Cjisea of violution t*j Im stopped or punished by the 
courts." Very good. But how is the Commiasion to take 
part in the making of tariffs? If it is to do any more tliAii 
to give advice (the efficacy of which is nil when it comes 
up against the Beef Trust, Standard Oil, or other big 
private interest), it must have autliority, general or partic- 
ular, to fix rates when the railways do not make tliem junt 
and reasonable. (X\^ E>\i^WvA I'ciiUament fixes maximujn 
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rates on the basis of Board of Trade studies, and the com- 
mission acts as a courtj The plan has not prevented either 
discrimination or extortion, but has taken the life out of 
the railways to a large extent. In this country it is pro- 
posed to t^ the plan of letting a public board fix individ- 
ual maximum rates when injustice is shown. As there is 
an appeal to the Federal courts and as Hadley declares 
that the courts insist on retrying questions in their entirety, 
it would seem that the very system President Hadley advo- 
cates would really come into being under the Hepburn 
Bill, — th e Commission will have a part in fixing the rates, 
and violations of law will reallyjft^detewrined^by the 
courts. 
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